THE OUTLOOK 


Continued Expansion of Business Loans—The 
on Our Gold?—Condition of Federal Banks—The Market Prospect 


HE recent sharp decline of prices, from which so far 
T only a moderate rally has been shown, came as a sur- 
prise to a large section of Wall Street. Many had 
assumed that enough credit would be released from general 
business uses during the winter, when there is usually some 
seasonal let-up in the activity of trade, to bring somewhat easier 
money rates in investment centers and therefore to permit some 
gradual gain in security prices. The actual outcome was quite 
different. 
oe 
THE demand for business credits not 
only has shown no winter contraction, 
but even the raising of the Federal Bank 
rediscount rates has failed to prevent a 
further expansion. Last week the commercial bills discounted 
by the banks rose from $751,000,000 to $823,000,000, 
and rediscounts on Government paper are also showing a 
tendency to rise. General business, instead of making a smaller 
demand upon the money market, has increased its requirements. 
Evidently this is in considerable part due to the rise in the 
level of commodity prices. From Oct. | to Feb. | Brad- 
street’s index rose 7%, and our price level is now more ‘than 
2.4 times that of June, 1914. This latest rise, coming on top 
of the big previous advances, and with only limited credits 
available, has undoubtedly had a goud deal to do with the 
money scarcity. 
Another reason is that business profits are no longer fully 
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keeping pace with rising prices. High wages, the inefficiency 
of labor, car shortages, occasional inability to get needed ma- 
terials, and an unpleasant degree of uncertainty and confusion 
which still remains as a legacy of the war, have caused ex- 
penses to rise until profits are beginning to shrink a little in 
spite of the generally keen demand for goods. 
S* eo @ 
UR exports are gradually falling and 
domestic business will before long 
feel some effect from the lessened foreign 
demand. The extreme depreciation of 
foreign exchange makes foreigners hesitate to pay the necessary 
premium to get our merchandise. Not that a normal foreign 
trade is not perfectly possible when foreign exchange becomes 
fairly well “stabilized” at a point of depreciation approximately 
representing the lowered value of foreign moneys; but the 
present condition of uncertainty, with foreign buyers fearing a 
still greater fall in exchange rates here, must necessarily check 
purchases. Some boats are now leaving our shores only partly 
loaded, and some merchandise shipped abroad on consignment 
has been returned because of the great further fall in exchange 
since the shipment was originally made. 

In this way the international situation is becoming a live 
element in our immediate prosperity. The delay in ratifying 
the Peace Treaty has prevented any broad, constructive treat- 
ment of the whole problem of foreign trade. But few corpora- 
tions have been formed under the Edge Law, and those formed 
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have remained almost inactive. Efforts are now being made 
for some sort of international supervision of foreign trade. It 
remains to be seen whether they can be successful. 

* » -@ 


COMPARATIVE price levels give in- 


DEPRECIATION disputable evidence of the: deprecia- 
OF ENGLISH tion of the English pound below its gold 


value. Counting from the bottom of the 
price reaction which followed the armistice, early in 1919, 
American prices have risen 21%. But English prices have 
risen 36%. Moreover, the growth of this difference has been 
progressive. Since Dec. 1, for example, American prices are 
up only 4%, but English prices over 11%. This constitutes 
a gradual recognition by English markets of the fact that 
British paper money is not equivalent to gold. 

The premium on gold arriving off the English coast indicates 
the same thing, but is less reliable because, with only small 
amounts of gold arriving, its price is based largely on the ex- 
change rate with New York. 

An interesting question is whether England could draw gold 
from America by indirect routes. The present exchange rates 
would of course bring gold to America in floods if a free 
gold market were permitted abroad; but that is out of the 
question for a long time to come. In the mean time we are 
losing gold to South America and the Orient. Already more 
than one-quarter of our net gold gain during the war has been 
exported. Some are asking whether England, by exporting to 
Argentina, for example, more merchandise than it imports, 
could get some of the gold which we have sent to Argentina; 
or whether it could get that gold by simply paying a premium 
for it. 

Such a result appears highly improbable. It would be 
uneconomic, and it would unquestionably cause a lively protest 
by our own Government, which”England could not ignore in 
view of her heavy interest obligations to us. The United 
States would be justified in demanding that England should 
pay a part of her big debts to us before resorting to artificial 
means of drawing, even indirectly, upon our supplies of gold. 

. 6 Ss 
HE effect of the increased demand for 
OUR business credit mentioned above has 
CaEDer been some decline in the Federal Reserve 
LIMITS y : F 
ratio of reserves to deposits, which now 
stands at 43.2% for the whole country and 38.9% for the 
New York bank, even after the reduction of New York's 
loans on stock market collateral to about $1,000,000,000 
against $1,750,000,000 last July. The money released by 
the market has been speedily absorbed by general business, 
where speculation continues scarcely checked at all. 

These reserve figures afford no cause for alarm, since the 
law permits them to fall to about 37!4% before any com- 
pulsory increase in rediscount rates are provided for. “There 
is, of course, no absolute limit below which reserves cannot fall. 
The law simply requires progressive increases in interest rates 
when reserves go below 40% against reserve notes and 35% 
against deposits. A fall in the reserve rate even from 43% 
to 38% would mean a tremendous increase in bank credits. 

The Federal Board, however, which now has far greater 
power over the business of the country than the President or any 
other authority, has felt the necessity of checking the expansion 
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of credit before the reserve minimum was reached, thus antici- 
pating the progressive increase of rates provided in the law. 

There can be no doubt as to the wisdom of this course. 
The change in our bark laws resulted in such a gigantic en- 
largement of possible supplies of credit that it would be unsafe 
to permit expansion to run its full course until checked by the 
law itself. 

The result is, however, that investment prospects and to a 
great extent immediate business prospects also are now depend- 
ent upon the decision of the Board as to the extent to which 
credit expansion may proceed before it is deemed necessary to 


raise rediscount rates. 
. + ss 


HE market as a whole, measured by an 

THE average of both railroad and industrial 

—-.- il stocks, has now lost slightly more than half 

of its entire advance from the low point of 

December, 1917, to the high point of last November. This 

tremendous fall has, moreover, occurred within the short period 
of three months. 

The usual effect of falling prices is seen in wide-spread dis- 
couragement, not only in investment circles, but also to a con- 
siderable extent in industry also. We believe that this 
pessimism is being considerably overdone. The extreme 
rapidity of the decline has been due to an unusual combination 
of unexpected conditions, the most important of which has 
been the forcible deflation of investment markets while business 
credits are still permitted to expand even though based in part 
on speculation. 

The weakness in railroad stock is evidently due, first, to 
scarcity of capital, which tends to raise the interest return de- 
manded by investors; second, to renewed strike agitation; and 
third, to sympathy with the fall in industrials. Various rail- 
road securities are unquestionably cheap. The pending legisla- 
tion will, however, cause readjustments of values all along the 
line, since the roads must operate under entirely new condi- 
tions. Investors should watch this situation carefully as it 
develops. It will be discussed in frequent articles in this pub- 
lication. 


Industrial stocks have been more than adequately outdated 


to meet present conditions.. It must be remembered that a 
Supreme Court decision is still pending as to the application 
of the income tax to stock dividends. If the decision is favor- 
able, as most lawyers believe it will be, the way will be opened 
up for the distribution of the large surpluses held by many 
companies in the form of new stock issues. Even regardless of 
the decision, such distributions are probable by a number of 
companies and would furnish excellent bull ammunition. 

It is also true that most industrials are still doing a very 
profitable business and earning good returns on their securities. 
There will probably be some slowing up of general business 
activity in the latter half of the year, but 1920, taken as a 
whole, is likely to show good results for most business enter- 
prises. 

As this is written, liquidation seems to have run its course 
at least temporarily and the technical position is well balanced. 
There has been a considerable absorption of stocks in small 
lots by private investors. Large interests appear to be tem- 
porarily inactive pending the further development of events. 

Tuesday, February 17, 1919. 
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President Teagle on the Oil Situation 


Standard Oil’s Policy of Silence Broken—What the Company Is Doing in the Way of Explora- 
tion and Development—How New Methods and Processes Are Originated—Its Big 


Fleet of Tankers Busy 


Interviewed by FRANCIS J. OPPENHEIMER 


ALTER C. TEAGLE, who was 
W elevated a’ few years ago to the 

presidency of the Standard Oil Co. 
of N. J., is characteristic and representa- 
tive of the group of forward-looking in- 
dustrial giants who have swung into the 
saddle of Wall Street. One by one, the 
old magnates are passing, or have passed 
away, and the younger set, clear of eye 
and quick of brain, is rapidly grasping the 
reins. 

And when you're told that Mr. Teagle 
is six foot one, and weighs over two 
hundred pounds, you'll understand why 
it took an entire crew of mechanics to 
squeeze him through the door of a crude 
oil still he had crawled into, to dig out 
carbon. In those days “Booty,” as his 
comrades in overalls called the young 
man who now heads the richest corpora- 
tion in the world, was earning exactly 
19% cents an hour. 

In spite of the fact that Mr. Teagle 
gained his knowledge of the oil business 
from the ground down, as the foregoing 
anecdote indicates, he really has suffered 
little from the “outrageous shafts of for- 
tune.” He has seldom been “out ot 
luck,” or as all his bromidic biographers 
put it, he was “born with a silver spoon 
in his mouth.” And as for “connec- 
tions.” You'll see what I mean when 
you learn that the “C” in his name stands 
for the memory of his maternal grand- 
father, Morris B. Clark, John D.’s first 
business partner in Cleveland. Also, that 
Teagle’s father, John, was a member of 
Scofield, Shurmer & Teagle, rich oper- 
ators of that same city, before they were 
“absorbed” by the S. O. Also, that Mr. 
Teagle’s wife, formerly Miss Rowena 
Bayliss Lee, is a daughter of the late 
James Lee, a rich Memphis operator. 

Mr. Teagle attributes his success to 
both his wife and his father. The for- 
mer he married the same year the old 
Standard Oil was “dissolved” by the Su- 
preme Court, and the latter came be- 
tween him and a scientific career. 


Dons the Overalls 


A few years later—this was 1900— 
Cornell as Bach of Sciences, the head 
of Mr. Teagle’s department called him 
into the office and informed him'‘that if 
he would return the next year for a 
Ph.D. he. might secure a post as in- 
structor in chemistry. It seemed like a 
great opportunity to Walter, who loved 
chemistry as only a student can love an 
abstract thing. A telegram apprising him 
of his mother’s illness brought the would- 
be professor back to Cleveland.. When 
dad learned of the chance his boy had 
of earning $600 a year in a college lebor- 
atory, why dad just laughed himself to 
death. Between sardonic ha-ha’s, dad 
informed son that he had spent $1,200 
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a year on Walter’s eddication. Would 
son make up the difference? Turning 
on bewildered Walter, he exclaimed 


dramatically : 
“See that closet there!” 
Son tremulously opened the Bluebeard 





WALTER C. TEAGLE 


Executive head of the Standard Oil 
Company of New Jersey 


chamber and found no beheaded beauties, 
but the family skeleton in the way of a 
pair of grimy overalls. These had been 
dad’s when dad was an active unit of 
the “producing” class. Walter hopped 
out of his nifty rah-rah college togs, like 
a movie star, into the livery of honest 
toil. This was his introduction to what 
the Bolshevists would call “the earning 
class,” and his good-bye to all hopes of 
academic fame at Cornell. 

Civilization began, philosophers tell us, 
when man made a fire—’twas something 
beyond the imagination of our long-tailed 
ancestors. But Civilization would soon 
degenerate into prehistoric apathy if a 
mechanic of the type young Teagle then 
was were permitted to do nothing else 
year in and year out but light fires under 
stills. This, by way of saying, he evolved, 
industrially, for his natural talents soon 
found him in the company’s laboratory. 
The lad’s mind, too, seemed to have some 
chemical affinity with the sweats of 
“mother nature,” or oil, if you will. And 
besides, as you know by now, he had “a 
friend in the business.” 

A few years later—this was in 1900— 
his father’s firm being “merged” with 
The Republic Oil Co., young Teagle was 


promoted to a Vice-Presidency, and as 
such, travelled all over the country, gain- 
ing at the same time a pretty good first 
hand knowledge of refining and produc- 
tion methods. It was not long before 
Fate (an imaginative term for the S. O. 
Board of Directors), brought him to 
26 Broadway, New York. The naughty 
Trust installed him in the export depart- 
ment, and he showed such aptitude for 
this new responsibility, that when an ex- 
pert was needed to study -the foreign 
field, he was picked for the post. From 
his London headquarters, he made 
rambling trips over Germany, Roumania 
and Galicia, not as a Beloved Vagabond, 
but on the trail, most earnestly, of the 
precious fluid that stands between Man 
and the Night. 

“Off again, on again, gone again Fin- 
nigan,” had nothing on this outside man 
who was breaking through to the inside 
of the foreign situation. And even while 
the news of his election to the presidency 
of the most powerful corporation in his- 
tory was being sent over the news wires 
of the world, this industrial nomad was 
nonchalantly packing his Gladstone for 
another inspection trip. 

But to go back to Europe, or rather 
in coming back to the States with Mr. 
Teagle, we learn he had been promoted 
again, this time to a vice-presidency of 
the Imperial Oil Co., Ltd., and had be- 
come a director of Standard Oil. 

He was then thirty-six years of age. 
Peru was now coming under the suspi- 
cion of this chemical Mystic. There were 
opportunities there for those who could 
grasp them. Did he grasp them? Guess 
for yourself, or to let you into an open 
secret, he inaugurated the development 
of the Peruvian oil field, opening up at 
the same time a profitable crude oil 
supply for this S. O. Canadian subsidiary. 
Thus was brought into being (a trifle 
metaphysical for oil, I'll admit), The In- 
ternational Petroleum Co., which, oper- 
ating as an Imperial subsidiary, pur- 
chased, or let’s be vulgar and tell the 
truth, “bought up” the native operators. 

Transportation now loomed up as the 
great problem. Tankers, a fleet of ’em, 
were quickly constructed, and Teagle 
soon had millions of barrels crossing 
the equator for the frozen North. 


Secrecy Out of Date 


Both A. C. Bedford, Chairman, Board 
of Directors, and Mr. Teagle, President, 
contrary to the older generation of S. O. 
magnates, are in favor of informative 
publicity of the corporation’s activities. 
So is the Board of Directors. In the 
good old days, now happily goné by, it 
was always a sporting event even to 
get by one of the darkey attendants. in 
the Standard Oil building. The corridors 
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of 26 Broadway seemed to exist only to 
disconnect anyone not “in the know” 
from what was going on in the various 
committee rooms. Intrigue and mystery 
surrounded these secret meetings, all of 
which were bathed in a silence so 
ominous that at times its sinister echoes 
were heard round the world. 

When Mr. Bedford succeeded John D. 
Archbold, he announced to the assembled 
newspapermen waiting for some state- 
ment: “The Standard Oil Co. has nothing 
to hide, and the doors are always open 
to legitimate seekers after news.” And 
Mr. Teagle, following Mr. Bedford’s pre- 
cedent in this as in many other matters 
of S. O. policy, says, “This company is 
essentially a public service corporation.” 
The Standard Oil gets out a house maga- 
zine, The Lamp. And I secured both the 
foregoing and the following material, not 
from outside sources, but from notes 
made in the Chairman of the Director’s 
private Board Room. 

Mr. Teagle’s assistant told me that his 
chief frequently works fourteen hours a 
day, to leave at night with his portfolio 
bulging out with “the papers.” If his 
son, with whom he dearly loves to romp, 
gives him any opportunity, he goes over 
these at night in his Park Avenue home. 
Mr. Teagle’s hobbies are books, paint- 
ings and dogs, and I regret to say, shoot- 
ing. Some time, I hope, he’ll read De 
Maupassant’s short story, Love, which 
deals with the attachment of a wild duck 
for its female that has been brought 
down in the marshes by a sportman’s 
shot. The male bird keeps circling over 
the spot calling piteously, until another 
bullet stops its frantic flight, and down 
it drops out of the azure by the side of 
its cherished mate as if a string had been 
cut. But I don’t tell it as poignantly as 
the brilliant Frenchman. 

I am not writing a history of the Stand- 
ard Oil Co., for this is a twice told tale 
from any and every angle you'd get on it. 
Nor do I enjoy bandying the names 
“octopus” and “plunderbund.” Suffice it 
here to say that some of the largest 
private fortunes in America are linked 
with this industrial institution. 

Civilization and Oil 

This is all “old stuff” and these are 
forward-looking days. Let the dead past, 
etc. We know one thing for a cinch— 
until oil came on the scene, Civilization 
was selling below par with no takers. 

To follow the story of oil is to follow 
the advance of man from the age of 
steam to the age of electricity—from the 
day of individualism to the day of co- 
operation. What it has done in adding 
to the enlightenment and comfort of mil- 
lions of men the world over has never, 
perhaps, been adequately told. The part 
the common kerosene lamp has played in 
human progress is in itself a great in- 
dustrial and social romance. 

Standard Oil, until 1911, supplied three- 
quarters of the oil demands of the world. 
This sounds like service. Gasoline, 
naphtha, fuel oil and natural gas supply 
a large part of the motive power of 
commerce. Most vehicles of transporta- 
tion are to-day propelled by oil or gas- 
oline, and steam and electricity are in 
danger of being supplanted by fuel oil. 
Petroleum may soon become the motive 
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power of the American navy and Great 
Britain relies on the Cowdray syndicate 
to provide fuel for its navy. Thén there 
are turpentine, vaseline, lubricating oil, 
paraffin, axle grease and a couple of hun- 
dred other by-products that are used 





Mr. Teagle estimates that by 1925 
the world will need 670,000,000 
barrels of crude oil, against 376,000,- 
000 produced last year—an increase of 
78%. Where is it coming from? “No 
one can now tell that,” says Mr. 
Teagle. In the mean time Standard 
Oil is ransacking the world for new 
production. 











daily wherever the white man has spread 
his civilization over Dame Nature. 
I’ve overcome the temptation to be a 
Crusader and have gone to the other ex- 
treme. All extremes are bad. Anyhow 
the Standard Oil Co. has just celebrated 
the fiftieth anniversary of its original 
charter, and Mr. Teagle, though cheer- 
ful over the prospects for the present 
year, says, “The present directors are 
facing problems as difficult and as trying 
as those which confronted the founders 
of the company.” Mexico is the principai 
spot that cramps Mr. Teagle’s optimism, 
for he says “The situation is chaotic 
there.” It appears that we used in the 
United States, last year, 436 million bar- 
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rels of oil, according to Mr. Teagle, who 
has prepared some staggering figures, 
and by 1925—five years from now, we'll 
need, according to his estimate, 670 mil- 
lion barrels, an increase of more than 
225 million. 

“New uses are continually being founa 
for petroleum,” he says. “During the 
last year over one million barrels of 
crude oil were produced each day, or to 
give the exact figures, a total of 376 
million barrels.” 

The inquiry as to where this tremen- 
dous amount was to come from brought, 














“No one can now tell that.” So I tried 


another. 

“What is the Standard Oil doing to- 
ward increased production?” 

“The producing department is plan- 
ning a most active campaign,” Mr. 
Teagle replied, “of exploring and de- 
velopment outside the United States. 
The policy of the company at present 
is to be interested in every producing 
area in the world, provided of course that 
interests can be secured on a basis that 
would seem to hold out the possibilities 
of success, and where the lives and prop- 
erties of American citizens will be re- 
spected. We are now-operating in Rou- 
mania and investigating prospective oil 
producing properties in Russia, Galicia, 
and elsewhere in Europe. At this mo- 
ment, we have a party of practical oil 
men and geologists in South America 
and another expedition is making prep- 
arations for a survey of another part 
of that country. 

“In Peru, the International Petroleum 
Co., Ltd., is arranging for an increase 
of 100 per cent,” Mr. Teagle continued, 
“in its drilling campaign, and to the 
North of us, The Imperial Oil Co., Ltd., 
is most energetically developing produc- 
tion in Western Canada. It has a num- 
ber of ‘wild cat’ wells drilling; also, a 
rig-up with a crew in Winter quarters 
within the Arctic circle, 1200 miles from 
the nearest railroad.” 

Being a blizzardy day, I shivered at 
the picture, but was brought into a 
warmer climate by Mr. Teagle’s informa- 
tion that “In the new Homer pool the 
S. O. Co. (Louisiana) has been most 
active in acquiring a large acreage, and 
in Southern Oklahoma a promising pool 
is being opened up. Rest assured that 
every man in the producing end of this 
company is keenly alive to the pressing 
necessity of a large increased output— 
that we are all endeavoring to do our 
share in providing for the huge quan- 
tities of oil called for by the industries 
of the nation.” (This was not uttered 
in as lofty a tone as it reads in cold 
type. ) 

“It is no longer safe to trust to a 
large extent to the work of ‘wild catters’ 
in bringing new sources into production. 
The Standard Oil Co. of New Jersey is 
investigating fields where prospects of 
immediate returns are not sufficiently 
good to induce “wild catters” or small 
companies to assume the risks. Last year 
an increase of 100 per cent was shown 
by our subsidiaries and associated com- 
panies over their production of 1918. 
This was due largely to the successful 
operation of the Transcontinental (S. & 
O. subsidiary operating in Mexico), and 
to the acquisition of a half interest in 
the Humble Oil Refining Co.” 


Keen for New Methods 


An inquiry as to the manufacturing 
problem of the company brought: 

“As I see it, the problem is how to 
obtain the maximum value in finished 
products from each barrel of crude oil 
refined. Any correct idea of the great 
possibilities for improvement in man- 
ufacturing methods and type of construc- 
tion is hard for a layman to conceive, 
but our manufacturing committee and 
the various refinery superintendents ap- 
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preciate their importance and vie with 
one another in a spirit of friendly rivalry. 
New methods are being developed and 
the refining of petroleum is being re- 
duced to a science. 

“The possibilities, eight years ago, of 
obtaining gasoline from gas or fuel oil 
were unknown. Last year something 
over 15 million barrels were produced by 
the so-called Burton process. Without 
the ‘cracking’ process, it would have been 
impossible to supply the gasoline require- 
ments of the United States, not to men- 
tion our export trade.” 

“Co-operation,” according to Mr. 
Teagle, “is not only workable, but it is 
indispensable.” Listen to him: “The 
thinking capacity of the wage-earner has 
been the most neglected asset of mod- 
ern industry, and through the workmen’s 
classes, now being conducted in Bayway, 
we are endeavoring to secure from our 
men not only a daily output of labor, but 
also to draw upon their ideas, their en- 
thusiasm, their imagination, and their ex- 
perience in a never-ending campaign to 





do things a little better than they have 
ever done before.” 

And again: “There is one feature com- 
mon to all branches of our business 
activity, more important than crude oil, 
pipe lines, refineries, distributing plants 
and ships, and that is the human factor. 
This company is one of the largest em- 
ployers of labor, and no matter how 
great our material resources may be, we 
cannot expect to be successful unless we 
have the loyal co-operation of our em- 
.ployees. Our industrial Representation 
Plan stands for a square deal for each 
and every employee and the recognition 
of the employee as an individual with 
a right to a voice in matters that di- 
rectly concern him.” 

Can it be that Trotzky and Lenine 
stole their Soviet ideas from the Standard 
Oil Directors? 

“When the Standard Oil Company's 
business is referred to, many overlook 
entirely that we are not alone an oil 
company, but that we have very extensive 
investments in the natural gas business,” 








Mr. Teagle volunteered. “The future 
problem in the natural gas business is 
to supplement the diminishing supply of 
natural gas with an artificial product so 
that the investment in pipe lines and 
distributing facilities may be conserved. 
Our gas people have the necessities of 
the situation fully in mind and con- 
siderable investments have already been 
made in by-product coke ovens, the gas 
from these ovens to be used in supple- 
menting the natural gas supply.” 

The marketing problem as Mr. Teagle 
sees it is “not a new one.” It is to pro- 
vide the. necessary equipment and an 
efficient personnel so as to give cus- 
tomers the best possible service at a 
minimum cost of distribution. The 
Standard Oil Co. of New Jersey has 
the largest privately owned Aleet under 
the American flag, totalling 45 tank 
steamers of approximately 450,000 tons 
deadweight, with 17 additional steam- 
ers of about 225,000 tons contracted for. 
Delivery of these is expected within the 
next fourteen months. 


How I Handle My Own Funds 


VII—Importance of Knowing the Condition of an Industry—The Story of a Little Odd Lot 


ly previous articles I have referred to 
the importance of a thorough under- 

standing of the industry represented 
by the security in which you have de- 
cided to invest. One cannot place too 
much emphasis on this point. Some peo- 
ple, when they look at the list of securi- 
ties quoted in the dailies, do not know 
whether the abbreviated titles refer to 
railroads, industrials, or billy-goats. But 
they ought to know and especially should 
they be acquainted with the history, 
finances and character of management of 
their chosen enterprises. 

For a long time I have been familiar 
with the history and development of the 
phonograph industry, and have made cal- 
culations as to its future trend. For 
many years it was largely monopolized 
through the protection of patents which 
some people disputed but which were at 
any rate effective. And so when_ last 
February I was having lunch with a 
friend, and he told me something im- 
portant was likely to come out of the 
approaching meeting of the American 
(now Columbia) Graphophone Company, 
I knew that back of any immediate de- 
velopment in that company’s affairs there 
was a solid foundation for what might 
occur, 

We were discussing how the millions of 
soldiers who went to the war were com- 
ing back music-crazy, and how their ex- 
periences abroad and in American camps 
proved to them the value of the phono- 
graph in the home; how people who 
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never before could afford such luxuries 
were now able to buy, resulting in an un- 
precedented demand for both machines 
and records. 

“IT understand,” said my friend, “that 
the announcement to follow the Colum- 
bia meeting is likely to put the stock to 
150.” 

As the issue was then selling around 
135 I did not pay much attention to it, 





When it is realized that in buying 
a stock you are buying an interest or 
partnership in a business, it will be 
seen that one should give this subject 
the same thought and attention that 
he would if he were buying into a 
real estate, grocery or manufacturing 
proposition. Shares of stock are 
merely evidences of partnership. 











and had almost forgotten the incident 
when one morning, coming down to the 
office, I noticed in my newspaper a small 
announcement to the effect that the Co- 
lumbia directors had declared a dividend 
of $2.50 per share in cash and one- 
twentieth of a share in stock. Elsewhere 
in the paper, among the obscure news 
items, it was suggested that it would be 
the policy of the Graphophone Company 
in future to disburse a certain amount of 
cash every quarter and a small stock divi- 
dend as well. Both the official announce- 


ment and the small news item were 
couched in such modest terms that the 
significance thereof did not appear on the 
surface. 


How It Figured Out 


But a little mental calculation worked 
out like this: $2.50 per share per quar- 
ter meant $10 a year. One-twentieth of a 
share per quarter was four-twentieths, or 
one-fifth of a share per annum. If the 
market price of the stock is 135, this one- 
fifth of a share equals $27 per share per 
annum, or a total of $37 per share— 
counting cash and value of stock—divi- 
dend. Conclusion: The price should ad- 
vance to from $200 to $300 per share, de- 
pendent upon how certain the regular 
stock dividends are intended to be paid. 

Upon reaching the office I phoned the 
company’s headquarters and found that 
the management planned to declare these 
quarterly stock dividends at the one- 
twentieth rate indefinitely, so I started to 
invest at least $15,000 in American 
Graphophone common at the market 
price. Evidently other people were 
awake to what that little announcement 
meant, for there were lots of buyers and 
few, if any, sellers. I finally succeeded in 
buying two twenty share lots, averaging 
164%, and the next that was offered to 
me was around 179. As this was a long 
way from the price at which I started to 
buy, and I didn’t like to bid up against 
so much competition, I decided to give 
the forty shares to my wife and to see 
what I could do for her with the little 
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odd lot. Soon the price was 180, then 
200 bid, with hardly any transactions in 
the meantime. 

These forty shares of stock cost $6,575, 
which, while not much of an investment, 
had great possibilities, considering its 
size, as I will show. It was not my first 
transaction in Graphophone, for I had 
made considerable money in it on pre- 
vious occasions, buying it around 70, sell- 
ing at 135, re-buying around 110, and 
carrying it up to 160. Considering these 
transactions, the forty shares cost me 
much less than nothing. 

About five years ago THE MAGAZINE 
or WALL Street published an article on 
the phonograph industry, which showed 
it to be in a very prosperous condition 
with an outlook that was exceptionally 
promising. A certain New York stock 
broker, knowing that the stock of the old 
American Graphophone Company had 
been well distributed many years before, 
and that control was to be had in the 
open market, went to Wilmington, Del. 
and succeeded in obtaining a fifteen- 
minute interview with the Du Pont in- 
terests. The upshot of this was that 
the Du Ponts acquired control, buying 
the stock from below par up to nearly 
$200 per share for the last of thelr stock. 


What Followed the Interview 


Then began a period of development 
and expansion under the new and more 
progressive management. In consequence, 
the company has made very great strides 
in the last few years. During this time 
the stock, which had reached 196 or there- 
abouts, gradually declined, until in the 
summer of 1918 it was selling around $50 
per share. Somewhere between that level 
and the 135 figure which prevailed when 
my attention was again called to it, those 
in control evidently saw an opportunity 
to “put it over big,” just as they have in 
General Motors and other large corpo- 
rations in which they are interested, with 
a resulting scarcity of stock when the 
news came out. 

I knew that the new corporation which 
had recently taken over the old was sup- 
plied with an issue of common stock far 
in excess of what was to be used in the 
exchange for the old shares, and in this 
dividend announcement I read between 
the lines and was able to forecast much 
more accurately than if I had not been 
familiar with the past history of the Co- 
lumbia, and had not studied Du Pont 
methods of financing and development. 

In the previous article you. will find a 
reference to the technical position. It 
would be difficult to imagine one stronger 
than that prevailing in this stock after 
the news came out, because, in simple 
Wall Street parlance, “there was none of 
it for sale.” And it was not long before 
the stock sold at over $300 per share. 

During the summer, while I was on a 
long trip to Alaska and the Coast, I used 
to get the New York papers from seven 
to fifteen days late, but I knew that any- 
thing big or important would take sev- 
eral weeks to consummate, so I would 
have ample notice. 

Stock in the Marking Up Stage 

With frequent resting spells and reac- 


tions the stock climbed steadily to $400, 
and then to $500 per share, and with each 
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fresh advance the stock dividends which 
were being distributed quarterly became 
more valuable; that is, the one-fifth of a 
share per annum (consisting of four 
quarterly payments of one-twentieth of a 
share) had a value of $40 per share when 
the stock sold at $200; $60 per share at 
$300; $80 per share at $400; and $100 
per share when the price advanced to 
$500. It was the closest thing to “lifting 
itself by its boot-straps” that | had ever 
seen. 

On the 40 shares the first dividend 
amounted to 2 shares; the second to 2.1 
shares, making 44.1 shares. By that time 
the shadows of coming events began to 
show, for the company announced that it 
would shortly exchange the old stock of 
$100 par, for new stock of no par value, 
and that each holder of one share of old 





There are many men in Wall 
Street and throughout the country 
who make a practice of taking prof- 
its in accordance with their ideas of 
proportion, something like this: 
They say, “Fifty points is a big 
profit, even if it is on a small lot of 
stock; therfore, I will take it.” 
Others say to themselves, “I have a 
profit of a hundred per cent on my 
investment and that’s good enough. 
I will let someone else have the 
rest.” 

In the case of American Grapho- 
phone, I followed a different rule. 
The number of points, or the per- 
centage of profit, did not influence 
me. The fluctuations were interest- 
ing, but whether the stock went up 
or down, I decided to wait for it to 
reach a certain point before I would 
take profits. This meant the point 
where the insiders began to sell. 











would receive ten shares of new stock. 
Occasional transactions on the Curb had 
been in the neighborhood of $500 per 
share, and now the new stock began to 
be traded in “when issued” between 43 
and 50, and during the month of August, 
1919, ran up as high as 59. At the low 
level of 43% to 46 during August and 
September the stock showed excellent re- 
sistance, while the rest of the market re- 
mained weak, and from its action I came 
to the conclusion that we were approach- 
ing the “fire-works” stage. 

Along in October the stock was listed 
on the New York Stock Exchange and 
began to be very active, advancing rap- 
idly several points per day until it reached 
75. The volume of trading greatly in- 
creased. In some sessions there were 
from 50,000 to 75,000 shares dealt in, to 
say nothing of the odd lots which were 
not recorded. Numerous newspaper arti- 
cles called attention to the company’s de- 
velopment. I watched it work back and 
forth between 70 and 75, and when I saw 
certain indications appear, made up my 
mind that if it again declined to 70 I 
—— sell part of what once was an odd 

t. 





Results up to This Point 
The 44.1 shares were by that time ex- 
changed for 441 shares of new stock, and 
soon afterward a dividend of a traction 
over 22 shares was received, making 463 
shares, worth at $70 per share $32,410.00 
Plus three dividends at $2.50 per 


share on various lots........ 315.25 
$32,725.25 

Less cost of original 40 shares 
and commissions ............ 6,575.00 


, 


Paper profit at $70 per share. ..$26,150.25 

The stock dividends which were com- 
ing along quarterly amounted to 23 
shares or $1,610 worth per quarter, or 
$6,440 per annum if the stock remained 
at $70. Add to this the cash dividends, 
which, on the new stock amounted to 
one-tenth of the old, and were being 
paid at the rate of 25 cents per share, or 
$1 per annum, the income amounted to 
about $6,900 on an original investment of 
less than $6,600. : 

That was a big percentage, provided the 
stock stayed at $70 per share, but the 
action of the stock indicated that insiders 
were selling at least a part of their line, 
perhaps enough to get back their original 
investment. Deciding that when insiders 
sell it is time for outsiders to sell, I dis- 
posed of 263 shares at 70, which gave 
back the original $6,575, besides $12,080.25 
in cash, in addition to 200 shares paid 
for in full. In fact, allowing for the 
profit and cash dividends, these 200 shares 
cost about $60 a share less than nothing. 
So I didn’t see how my wife could lose 
on that transaction. Yes, she was 
pleased. 

Selling part of the lot put me in a good 
position for another reason. If the in- 
siders were to support the stock on a de- 
cline, then lift the price to a new high 
level, I could take advantage of it with 
the remainder of my holdings. But if, as 
was more likely, they allowed the stock 
to sag off, I could replace what I had sold 
at a lower level and then take advantage 
of any secondary advances and distribu- 
tion that might occur. 

The 200 shares which remained were 
bringing in, in cash dividends, $1 per 
share per annum, or $200 per year, and 
the one-twentieth of a share dividend 
yielded ten shares of additional stock 
every three months, or forty shares per 
annum. This was worth, at $70, $2,800, 
or, say, $3,000, including the cash divi- 
dends. Of course, I realized that if the 
stock declined to 60 or 50, these stock 
dividends would be worth proportion- 
ately less, if I were to sell them as soon 
as received. Of this I had no intention, 
because I saw no signs that the DuPonts 
were through with Columbia Grapho- 
phone. In fact, their campaign of ex- 
pansion and development had apparently 
only begun. I read, in the news items, 
that they were spending $9,000,000 in new 
plants with which: to double or treble 
their production. 

A “Sound Business” 

The production of Columbia disc rec- 
ords in 1919 amounted to about forty mil- 
lion. They were planning for an eighty 
million output in 1920. Demand for 
phonographs and records was so great 
that it had already led to a scarcity of 
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furniture throughout the country, be- 
cause all the furniture factories were 
making phonograph cabinets. The com- 
pany’s Dictaphone, on which I am dic- 
tating this article, represents the greatest 
step forward in the history of correspond- 
ence since the advent of the typewriter, 
and the wax cylinders which users of the 
Dictaphone consume, made another prof- 
itable part of the Columbia Graphophone 
Company’s business. 

From these and other facts it was ap- 
parent that the insiders who sold from 70 
to 75, were merely making a turn to re- 
lease some of their original investment; 
that it was not the final culmination of 
the advance, although the rise from 50 
for the old stock in 1918 to 75 for the 
new stock in 1919 (equal to over $850 a 
share for the old stock, allowing for stock 
dividends) represented an increase of 
perhaps many times the original DuPont 
investment. 

With these points in mind I placed odd 
lot scale orders in such a way that I 


would benefit by any decline, and if the 
stock went low enough I would buy back 
the 262 shares which I had sold. On the 
other hand, if, after I had bought some 
of it and the price rallied, I would sell 
that out and repurchase as before. 

By this method I was able to buy back 
some of the stock as low as 6 in No- 
vember, and re-sell it on the way up to 
71 in December. After this rally the 
stock again shaded off, and for the sec- 
ond time I bought down to 58 and re- 
sold not far from 70 on the subsequent 
rally. This small scale trading in odd 
lots netted an additional profit of sev- 
eral hundred dollars. 

By this time the market had become 
pretty well saturated with the stock in 
the range between 58 and 75, and the last 
time it declined to around 60 the techni- 
cal position became so weak that I sus- 
pended further buying until I saw signs 
that the weak holders had sold out. This 
they did partly in January, their sales de- 
pressing the price to 47. When some 








reaccumulation appeared again between 
50 and 53 I bought enough to make up 
an additional hundred shares, which, al- 
lowing for profits on the odd lot trading 
below 70, stood me somewhere around 56. 

In the February smash more weak ac- 
counts in Columbia were liquidated, along 
with the rest of the market, and on the 
decline to 36%, I bought 50 shares more 
at 39%. This, together with an interven- 
ing stock dividend of 11 shares, made a 
total of 361 shares on hand. Allowing 
for the stock dividend, the average cost 
of the 161 shares bought back or received 
was about 47, and represented a reinvest- 
ment of less than $8,000 out of the $12,000 
cash previously derived. 

With the remaining- $4,000, 100 shares 
additional can now be bought, for the 
stock is still selling around 40. If I in- 
clude the 200 shares which cost nothing, 
the average of the 361 shares is about 21. 
This is mentioned to show the advantage 
of the marking down process. 

(Continued on Page 528) 


The Economic Situation Abroad 


The Condition of European Countries Analyzed—Trade Situation in Great Britain—Oppor- 
tunities for American Investors Offered by German Securities 


England 


Decline in Exchange Temporarily Carried 
Too Far—Fiscal Outlook—Bank 
of England Statements 


MONG the unusual phenomena of 
the after-the-war period in Great 
Britain is the sight of gold selling 

at a premium over the paper pound ster- 
ling. The premium on gold has run as 
high as 37%, and is about equal to the 
depreciation of the pound in exchange as 
measured with the leading outside ex- 
change center, New York. It has been 
fluctuating with the wild exchange fluc- 
tuations in New York, and current prices 
for gold have not been seen since the 
reign of the Tudors. 

The great decline of a few weeks ago 
carried the pound to new low levels; in 
fact, as it later developed, too low. The 
recovery that followed was partly due to 
emergency cessation of imports, to some 
extent to re-exporting. For instance, 
Lancashire, after being a heavy buyer of 
American cotton, is known to have 
shipped the same cotton back to the 
States, shipping charges and _ interest 
being absorbed by the difference in the 
exchange rate. 

The whole foreign trade situation in 
Great Britain is becoming decidedly more 
encouraging. The country is now en- 
joying the doubtful blessing that Germany 
has long had—a heavily depreciated cur- 
rency, which aids it in selling its goods 
to countries whose exchange is nearer 
the pre-war levels. Coal production is 
improving, in spite of distant muttering 
of a strike, and at present rates should 
raise last yeay’s output figures over 10%. 

British exports are now running at 
about £430,000,000 a year, while imports 
are about £669,000,000; with deductions 
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for foreign money coming into the coun- 
try in exchange for shipping services, re- 
exports, banking transactions, interest 
and dividends, it is estimated that £149,- 
000,000 more are leaving the country than 
are coming in. This adverse balance is 
being reduced by heavy reductions in im- 
ports, increased competition in shipping 
and greater production leading to more 
exports. 

The fiscal situation has been serious for 
some time, but by drastic taxation meth- 
ods and co-operation of the investment 
bankers of London in the promotion of 
the “War Stock” or government loans, 
sufficient money has been made visible to 
assure the government of a surplus of 
revenue over expenditures, estimated by 
one observer at from +£200,000,000 to 
£ 500,000,000. Definite figures will not be 
available till about March 31, when the 
budget will be presented. 

The average taxation in Great Britain 
is about three times as drastic as that 
in France. For instance, a man with 
£10,000 pays about £6,000 in taxes in 
Great Britain, while a man with an 
equivalent ‘income in France pays only 
about £2,000. 

The weekly statements of the Bank of 
England have shown steadily increasing 
gold holdings. The ratio of reserve to 
liabilities is now well over 20%, compared 
with previous figures of some 15 or 16%. 
Note circulation has been increased but 
slightly, while deposit items have been 
showing a decidedly downward tendency. 

The policy of the bank in raising the 
interest rate to 6% has been criticised in 
some quarters on the ground that it is an 
unnecessary hardship which will not 
bring about deflation in the present con- 
dition of the currency, and will not so 
act until the country is on an actual gold 
basis. Opinion is divided on this point, 


however, and the prevailing idea seems 
to agree with the theories of our own 
Federal Reserve Board on the subject. 
Prices of securities in the London mar- 
ket have been declining for several 
weeks, but this movement appears to 
have been checked, except in the case of 
foreign bonds and home railway shares. 
American stocks have shown particular 
strength, notably coppers and rails. 


Germany 


Possibilities of Profit Making Through 
Purchase of German Industrials 


iy seems surprising, indeed, how little 
advantage is being taken in Amcrica 
of the present low rate of exchange 
through the purchase of German securi- 
ties. The much talked of impending 
bankruptcy of Germany is far trom be- 
coming realized. The Germans have 
gone back to work, sentiment in behalf 
of the establishment of a communist gov- 
ernment is gradually dying out, and a 
period of thrift hardly known elsewhere 
has commenced. At the close of 1919, 
deposits in the Deutsche Bank amounted 
to a little over 7,000,000,000 marks com- 
pared with some $750,000,000 deposits in 
the National City Bank, one of the larg- 
est financial institutions of the world. 
Among securities which offer good op- 
portunities to the foreign investor are the 
German Municipal Bonds, protected as 
to principal and interest by the respective 
city which issues them. (THE MAGAZINE 
or Watt Street gave a detailed account 
of German Municipal Bonds in an arti- 
cal published January 13, 1920.) In ac- 
cordance with a bill which has been 
passed by the German legislative body, 
interests receivable from securities held 
by foreigners residing outside of the Ger- 
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man Republic are subject to a 16% tax. 

Another possibility is offered through 
the purchase of German industrial securi- 
ties. Those industrial organizations 
were built up at a time when the mark 
equaled about 24c., and the properties 
have been steadily improved and en- 
larged. Their value today cannot, there- 
fore, be figured in dollars on the basis 
of the present rate of exchange. 

Among the more attractive securities I 
wish to mention are: 

(a) Daimler Motor Corporation, manu- 
facturers of a high class’ internationally 
known car. Outstanding capital is 
M 32,000,000 of M 1,000 par value. The 
property and inventory at the beginning 
of 1919 amounted to about M 75,000,000. 
Net profit for 1918 after deduction of 











ing capitai amounts to M 200,000,000 of 
M 1,000 par value. Bonds outstanding 
amount to M 112,000,000, which were is- 
sued for the purpose of acquiring control 
in other leading electrical and public 
utility companies throughout Germany. 
Net profit for 1917 (the latest figure avail- 
able) was M 37,200,000, or M 181.a share. 
The price at present is around M 2,600, 
equal to approximately $28. 

(e) Bochumer Coal & Iron Works, the 
leading producer of coal and steel in Cen- 
tral Europe, ranks among the foremost 
railroad equipment companies in the 
world. It was incorporated in 1854, has 
an outstanding capital of M 45,000,000 and 
M 9,000,000 414% bonds. Net profit for 
1918 after fixed charges, taxes and 22’“%% 
dividends (compared with 25% in the pre- 
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BERLIN CERTIFICATE ON GENERAL ELECTRIC COMPANY 


fixed charges and dividends, was M 3,503,- 
219 or M 109.48 per share. The stock is 
selling around M 1,800 per share, or less 
than $20. 

(b) Siemens-Halske Works, largest 
manufacturer of telephone and telegraph 
supplies, dynamo, medical apparatus, etc., 
is capitalized at M 63,000,000 of M 1,000 
par; the company has set aside more than 
M 30,000,000 for contingencies and re- 
serves. After payment of 12% dividends 
and interest on the M 14,000,000 4% and 
M 20,000,000 414% outstanding bonds, the 
net profits for 1918 were M 13,954,780 or 
M 214.70 per share. The stock is quoted 
so 2,700 per share, equal to less than 


(c) Bing Brothers, of Nuremberg, larg- 
est manufacturers of toys, optical and me- 
chanical instruments, and kitchen utensils, 
is capitalized at M 15,075,000 of M 1,000 
par value. Net profit for 1918 was 
M 3,829,477, or about M 254 per share; 
selling around M 250 or $27. 

(d) General Electric (Allgmeine 
Elektrizitaetsgesellschaft), leading manu- 
facturer of electrical apparatus and chief 
distributor of electric power in Germany. 
Through its subsidiaries it operates in 
Austria, Sweden, Russia, Denmark, Bel- 
gium, France, Spain, Portugal, and last, 
but not least, South America. Outstand- 
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ceding year) amounted to M_ 15,600,000, 
or M346.67 per share, the stocx selling 
around M 2,650, equal to about $28. 


How I Handle My Own Funds 
(Continued from Page 527.) 

At this writing I consider my position 
satisfactory. It does not matter to me 
whether the stock goes up or down. If 
it advances I will begin selling when I 
see more inside selling, and buy back on 
subsequent reactions. If it declines I 
will buy more—as much as I originally 
had, or perhaps a little in addition. If I 
observe persistent accumulation at the 40 
level, I may buy the balance without wait- 
ing for any further reaction. If the price 
should steadily advance to a new high 
level, and it goes high enough, and I see 
unmistakable signs of further distribu- 
tion, I will sell all or part, according to 
the appearance of the campaign, and 
whether, in my judgment, the insiders 
are selling out altogether or only in part. 

This judgment would be based on the 
way the DuPonts have conducted their 
business affairs in the past. Some of the 
questions I would ask myself are: Have 
they been noted for their tendency to 
jump in and out of an industry, or when 
they get in, do they generally stick? An- 











swer: They generally stick; therefore, I 
would assume that they are not in the 
phonograph business for a day, but, as 
in everything else they have taken hold 
of, to remain one of the leaders in their 
field. 

Two courses are now open to me: I 
can buy another hundred shares, which 
would make a total of 461 at an average 
cost of about 25, or I can wait tor the 
stock dividends during the next year and 
four months to yield 100 shares, without 
cost. In any event, the 361 shares now 
owned should produce stock dividends of 
something over 72 shares per annum, the 
value of which depends on the market 
price at the time I sell them. Most of 
the earnings are going back into the prop- 
erty and these should expand earning 
power faster than the stock is increased 
by the quarterly stock dividends. 


The Salient Points 


The points to bear in mind in regard to 
this little deal in odd lots are these: I 
knew the industry, its present over-sold 
condition and its future trend. Also the 
position of the Columbia Company with 
relation thereto. 

Inside information said the stock would 
advance 15 points. It was wrong; the 
price rose hundreds of points. The in- 
formation on which I really acted was 
open to everyone. I confirmed the facts 
at the company’s office. 

By putting myself in the place of the 
insiders I was able to follow their rea- 
soning and see the purpose behind their 
campaign. I took profits when they did, 
thus placing the account in a strong cash 
position, beyond the possibility of loss. 

Surface or present conditions were not 
considered, but only the facts which indi- 
cated what the future would be. ‘Techni- 
cal conditions were closely watched for 
signs of moves by the insiders. 

Selling around the top provided the 
cash with which to replace at a lower 
figure. 

Each hundred shares now owned is 
vielding 20 shares per annum and $100 
in cash. 

I did not get a full hundred per cent 
of the possibilities in this little deal, but 
came mighty close to it. 

The above experience shows what can 
occasionally be done with odd lots, and 
disputes those who believe that fractional 
lots of stock are too small to bother with 
and should be ignored. I have described 
the matter in detail so that the reasons 
for every move are clearly set forth, and 
trust that the suggestions herein will be 
found of suggestive value to my readers. 

Series to be Continued. 





Safeguarding the Investor 

Many newspapers and financial publi- 
cations are eliminating irresponsible ad- 
vertising from their pages. It is true 
that the beginning is small and there is 
much to be done. But the fact that there 
is a beginning means something better 
for the big army of future investors. 





Education the First Step 
Whether you are rich or poor, if you 
are an investor or need to Se an investor, 
educate yourself before making the first 
step. 
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When to Buy Non-Taxable Securities 


A Simple and Practical Plan by Which Investors Having Different Incomes Can Decide 
Whether to Buy Taxable or Non-taxable Securities 


HE pressure of income taxes, espe- 
7 cially that of the Federal surtaxes, 
has been steadily diverting an im- 
mense volume of investment funds into 
tax-exempt channels. In fact, it is effect- 
ing a shifting of investments from tax- 
able to non-taxable securities, in many 
instances beyond the point which is to 
the best interest of the investor. 

This article is designed to aid invest- 
ors in determining whether they can 
more profitably place their funds in tax- 
able or in tax-exempt securities by the 
application of a definite mathematical 
test. 


An Illuminating Graph 

Our first step in solving the problem 
was to construct a graph which would 
show for various taxable incomes the 
relative advantages of various yields ob- 
tained from taxable and tax-exempt se- 
curities as affected by the Federal War 
Revenue Act of 1918 when applied to in- 
come received in 1919 and subsequent 
years. The completion of this work 
brought us a long way toward solution 
of the problem, but the uses to which this 
graph could be put surpassed our fondest 
hopes—it is a financial “Ouija” board. 

The reader will probably be curious to 
know the reason for the step-like forma- 
tion of the four curves which wriggle 
across this graph. The answer 1s sug- 
gested by observing that the “rise” in 
each of these steps corresponds to $2,000 
increment of income on the scale at the 
left and by recalling that the Federal sur- 
tax increases 1% for each $2,000 increase 
in incomes above $6,000. 

Each flight of steps represents the 
yield of a tax-exempt bond. The top 
flight shows a 4% yield, the next flight 
below shows a 4.25% yield, and so on 
down to the one at the bottom, which 
shows 4.75%. Each flight has its posi- 
tion on the graph from its relation to tax- 
able yields found at the bottom and in- 
comes found at the left. 

In other words, for a taxable income 
of, say, $38,000 the graph shows that the 
following yields are equivalent: 


Equivalent 
Non-Taxable Taxable 
Yields. Yields.* 
AEs 5.33% 
eee a aie 5.66% 
pe coe 6.00% 
ER Rea PE ER Re 6.34% 


This little tabulation is quickly deter- 
mined from the graph by locating $38,000 
on the income scale (each square is $1,000 
in height) and running a horizontal line 
from this point to the flights of steps rep- 
resenting non-taxable yields. From the 
points where this line first touches each 

*It should be noted that for taxable bonds 
selling at stich discounts the yield-to-maturity 


of the bond varies widely from the current in- 
come. The latter should be used. 
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of these steps, drop vertical lines to the 
scale at the bottom of the graph where 
the equivalent taxable yields may be read 
(each square is .02 of 1% along its base). 
Tabulations have been prepared by others 
which show comparative yields of bonds, 
but the treatment of a practical problem 
will show the advantage of the graphical 
method. 

It is essential, however, before taking 
up the more interesting discussion of a 
practical problem, to illustrate the use of 
the graph in handiing non-taxable yields 
which lie off the flights of steps. 

Suppose we wish to find the total al- 
lowable taxable income which an _ indi- 
vidual may receive, comparing a 6.20% 
taxable yield with a 3%4% tax-exempt 
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$70,000 
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vertical line running up from 6.20% on 
the taxable yield scale at the bottom of 
the graph. This will be found to be 16 
squares, or $16,000, and should be added 
to $58,000, the income level at which the 
6.20% vertical line cuts the 4% steps. 
Suppose we wish to find the total al- 
lowable income on a comparative basis 
of 6.40% for taxables and 4.60% for non- 
taxables. This requires interpolation. A 
flight of steps for 4.60% would be between 
the 4.50% and 4.75% flights shown on 
the graph. 4.60% is ten twenty-fifths, or 
four-tenths of the way down from 4.50% 
to 4.75%. On the graph, the 4.50% step 
is 8 squares, or $8,000, above the 4.75% 
step measuring along the 640% vertical 
line. Four-tenths of $8,000 is $3,200. 
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Taxable Bond Yields 


Coryricut, 1920, sy Corrin & Burr, Inc 


This graph considers only the Federal War Revenue Act of 1919 as applied to incomes received in 1919 


and subsequent years. It shows the most profitable net income which an individual mav receive from taxable 
bonds yielding anywhere from 5% to 6.60%, before it is more economical for him to invest in tax-exempt bonds 
The uses of this graph are fully described in illustrations printed herewith 


yield. The process of exterpolation is 
used, and, for those who have forgotten 
how, it is simply this: 344% is %4% less 
than 4%, and a line of steps for 34% 
would lie as far above the 4% steps as 
the 4.50% flight of steps lie below the 4% 
steps. Measure this distance along the 





The 640% vertical line cuts the 4.50% 
step on the $46,000 income level, and 
would therefore cut a 4.060% step at 
$3,200 below this, or $42,800, the answer. 


Practical Application 
The graph is only one step in the solu- 
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tion since income from various sources 
is subject to various degrees of taxation. 
Personal and family exemptions also 
modify the answer. Fortunately, these 
complications are easily handled in the 
case of any given individual, Let us, 
therefore, apply the test to the case of a 
married man, having one child, an an- 
nual income from all sources amounting 
to $25,000, and the problem of investing 
$200,000 capital. 

Many investors would at once say that 
there was but one course open to this 
man; the purchase of non-taxable bonds. 
This is by no means the case, as the fol- 
lowing analysis of his income will show: 

Gross INCOME. 
Salary, rents, profits from sale of 

I ME, indie ruee onion $15,000 
Interest on corporation bonds pay- 
St REE cs ecu eanteniaeen 


Interest on other corporation bonds 1,000 
Interest on non-taxable bonds (in- 
cluding Liberty Bonds)......... 3,500 
Taxable Liberty Bond interest.... 0 
Other interest income............. 500 
Dividends from stock............. 3,000 
‘Toial gross income............. $25,000 


Depuctions From INCOME. 
Personal or family exemp- 


EE sate theca Sakihaeaeineein 
General deductions (taxes, 
interest, gifts, etc.)........ 2,020 








Interest on non-taxable bonds 
(including Liberty Bonds) 3,500 


Total deductions.......... 7,720 
Net taxable income......... $17,280 


Let us assume that this man is debat- 
ing as to the advantage of investing his 
$200,000 in tax-exempt bonds at 4.50% 
or in seasoned taxable bonds which may 
be purchased on a 6% basis. This com- 
parative basis is chosen in this case sim- 
ply because these yields represent an 
average for sound investments in both 
classes of securities, and may be varied 
at will. 

Refer to the graph and follow the ver- 
tical line from 6% on the bottom scale to 
the highest point on the steps marked 
4.50%. Always choose the highest point 
on any step cut by the vertical line. This 
point is on the $38,000 income level in 
this case, which is the total allowable 
taxable income. This should be termed 
the “income reference figure.” 

This man has a net taxable income of 
only $17,280, and the difference between 
this amount and $38,000, which is $20,720, 
could be derived from taxable bonds at 
6% to beiter advantage than from non- 
taxable bonds at 4.50%. This is true, but 
fails to go far enough, due to the fact 
that $2,000 of his income comes from 
bonds of corporations paying a tax of 2%, 
and that $3,000 more is derived from 








stock dividends which are free from the 
normal tax of 8%. The $20,720 of addi- 
tional taxable income should therefore 
be augmented $40 in the case of the 
bonds and by $240 in the case ef the 
stock, bringing it up to $21,000. 

The amount which he may invest to 
advantage in taxables at 6% is now 
readily determined by capitalizing $21,000 
at 6% (by dividing by .06). This will be 
found to be $350,000, but if the securities 
to be purchased are bonds of corpora- 
tions agreeing to pay.a tax of 2% this 
amount should be multiplied by 1.02, giv- 
ing a total of $357,000. ‘This individual 
has only $200,000 to invest. He, of 
course, can invest this amount to better 
advantage in taxables at 6% than in non- 
taxables at 4.50%. 

But there is more to be gained from a 
study of the graph. For instance, he may 
wish to find the lowest point at which 
the yield on his investment of $200,000 in 
taxables will produce an income at least 
equal to that gained from investing in 
non-taxables at 4.50%. 

This yield is easily obtained by start- 
ing with present net taxable income (see 
above) $17,280 and adding the income 
from $200,000 new capital at 6%, $12,000, 
giving $29,280 which is derived from tax- 
able sources. Just as above, we added 2% 
on bonds paying a tax of 2% and 8% on 
dividends from stock in deriving the total 
(Continued on page 574) 


No Definite Check to Business Activity  ' 


Reaction in Industrial Stocks — Steel Prices Rising, with Copper on the Decline — Excess 


UR monthly graph giving “The 
Trend in Money, Prices and Pro- 
duction” shows a number of im- 

portant changes from last month. The 
wide difference between the interest rate 
for time money in Wall Street and the 
commercial paper rate continues. Time 
money quotations have varied a good 
deal. Some bids for money at as high 
a rate as 10% have been reported, but 
perhaps not on the best collateral. The 
range of rates shown on the graph un- 
doubtedly covers the bulk of the busi- 
ness, which has been small because of the 
unwillingness of lenders to commit them- 
selves to the future. 

Commercial paper has stiffened about 
%4% because of the increase in the Fed- 
eral Banks’ rediscount rates to 6%. 

The exceedingly sharp reaction in the 
prices of industrial stocks is assumed by 
many to be the beginning of a real bear 
market, and therefore to forecast declin- 
ing commodity prices and a slackening of 
business activity. But no decline in com- 
modities had appeared up to February 1, 
as seen from Bradstreet’s Index, and 
there has so far been no material change 
up to the time this is written. Even a 
moderate reaction in commodities would 
not be conclusive of a permanent change 
of trend, as there are so many new and 
confusing features in the present situa- 
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Exports Gradually Fall 


tion that no great regularity in these 
swings can now be counted upon. 

Moreover, the decline in stocks has 
been directly forced by a reduction of 
loans on New York Stock Exchange col- 
lateral amounting to over 40%, during a 
period when business loans were permit- 
ted to expand. All this is, of course, new 
in market history, and we cannot there- 
fore assume safely that the fall in stocks 
is a trustworthy indication of business 
reaction. 

That there is so far no real let-up in 
business is shown plainly by the big in- 
crease in the unfilled orders of the U. S. 
Steel Corporation and in the production 
of pig iron. The steel business continues 
its upward swing in the customary way, 
in spite of all the abnormal influences 
which now enter into the situation. Bi- 
tuminous coal production, also, having 
recovered from the effects of the strike, 
shows general activity in industrial lines. 

Copper, on the other hand, is inclined 
to lag behind the procession. With steel 
prices rising rather sharply, the price of 
copper métal continues almost stationary. 
There is a considerable export demand, 
but not enough to advance the price, in 
view of the considerable stocks of the 
metal now on hand. 

The January foreign trade figures are 
not yet available, but there has unques- 


tionably been a falling off in our exports 
in February to date. Many ships are 
leaving our ports without full cargoes. 
The cause, of course, is the uncertainty 
in regard to foreign exchange rates, 
which tends to make foreign buyers 
pause. This subject is more fully dis- 
cussed in “The Outlook” in this issue. 

We must expect a gradual fall of ex- 
cess exports, but not, in our opinion, any 
precipitous drop. The downward tend- 
ency which began in the middle of 1919 
will be continued, probably for a long 
period. That is the unavoidable logic of 
the situation. But changes in foreign 
trade are usually gradual. And since 
Europe now fully realizes the tact that 
its paper money is not on a par with gold, 
even though there is no free gold market 
in Europe large enough to give’an ac- 
curate measure of the depreciation, it 
may naturally be expected that European 
prices will rise enough above parity with 
our own prices to partly offset the for- 
eign exchange discount now prevailing 
here. 

There is as yet nothing in sight to 
change our view that active general busi- 
ness will continue through the first half 
of this year, and no trustworthy indica- 
tion of any important falling off in the 
last half. As to that, however, it is still 
too early to attempt definite predictions. 
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What Thinking Men Are Saying . 









Importance of Increased Production Emphasized Throughout Country—Drop in Exports Will 
Improve Exchange Situation—Comptroller Williams Confident of Future of Liberty Bonds 


HIGH INTEREST RATES PROTECT 
BANK RESERVES 


Prof. Warren M. Persons, of Harvard, Con- 
siders Financial Outlook Hopeful 


“The beginning of the new year finds 
American manufacturing industries in a 
sound and prosperous condition. 

“The tightness of the money market 
and the announced policy, already inaug- 
urated, of the Federal Reserve Board of 
increasing discount rates have caused 
many observers to have grave misgivings 
for the financial outlook for 1920. In- 
stead of causing alarm, the action of the 
Federal Reserve Board should, in fact, 
be regarded as a favorable omen. High 
interest rates are the main reliance for 
protecting bank reserves, and they spell 
not disaster but safety, provided they are 
applied in time. Control of interest rates 
is the safe and effective way of dealing 
with such a situation as we now face, 
and it is to be hoped that nothing—not 
even the needs of the United States 
Treasury—will divert the Reserve Board 
from pursuing the only sane and con- 
servative course. 

“The outlook for 1920 is for a continu- 
ance of a large demand for credit that 
will not be supplied except at increasing 
rates. High rates for bank loans will 
eventually tend to check the upward 
movement of commodity prices, as they 
have already checked the upward trend 
of security prices and the volume of 
speculation on the New York Stock Ex- 
change.” 





GIVING CREDIT TO EUROPE IS 
MERELY SELF-PROTECTION 


W. L. Saunders, of Amer. Mfrs. Export 
Assn., Explains Necessity of Quick 
Action 


“The present demoralization of the 
foreign exchange market while the re- 
sult of economic factors which have been 
clearly in the view of American exporters 
for several months, point to the im- 
perative necessity of putting into opera- 
tion at once one or more of the plans 
we have been discussing in this country 
for the buying of European securities. 

“In their interest and our own, we must 
not loan Europe any more money except 
for food. When a friend in need re- 
quires financial support, it is true friend- 
ship not to loan more than is absolutely 
required for necessities, otherwise eco- 
nomic freedom is delayed. Europe will 
buy these things of greatest necessity to 
her economic adjustment if she realizes 
that she is giving in payment of the 
choicest prize of her industrial life—her 
securities. 

“And so we Americans, if for no other 
reason than to keep our factories run- 
ning and our labor employed must buy 
European securities. Bills of exchange 
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will be drawn against these securities as 
they are sold (similar to merchandise) 
and large credits in Europe’s favor will 
thus be obtained. We will increase our 
imports by the value of the securities 
purchased and by that amount will reduce 
this troublesome export trade balance, 
which is doing America and Europe so 
much harm. 

“To be successful, to be in time, this 
campaign must begin at once. We must 
hammer home the point that this course 
of action is not international philanthropy 
but self-protection.” 
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THE ONLY KIND OF STRIKING 
NEEDED 


-From the St. Joseph News. 


SITUATION DEMANDS PARITY 
BETWEEN GOLD AND SILVER 


Senator Thomas (Colorado) Revives An- 
cient Theory of Bi-Metallism 


“The United States cannot coin silver 
dollars today except at a loss, and the 
condition will soon apply as well to frac- 
tional currency. On such a basis the 
coins will go to the melting pot as fast 
as they are made, and inevitably precipi- 
tate throughout the world a famine in 
fractional currency unless the ratio be 
adjusted by international agreement. 

“The volume of paper money in the 
world is out of all proportion to the 
value of specie, and in this condition lies 
the seat of the international exchange 
crisis. At the beginning of the world 
war the total paper money of the thirty 
principal nations of the world amounted 
to about $7,000,000,000, and in December, 
1919, it had increased to more than $40,- 
000,000,000, while the gold reserves of the 
same countries had remained practically 
stationary at around $7,000,000,000. 

“We may, indeed we must, lend our 
credit to those whose trade we need, but 
we cannot, save by mutual agreement for 
the fixity of exchanges, remove the gam- 
bling element from international trade, 
stimulate international confidence in mod- 
ern currency systems, make the problem 
of deflation comparatively easy and re- 
establish the regime of a saner and more 
dependable monetary medium.” 
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CONFERENCE OF BANKERS WILL 
HELP SITUATION 


Nat'l City Bank of Chicago Endorses Joint 
Consideration of European Action 


“Secretary Glass was right in saying 
that the requirements of Europe for 
credit should be met by the sale of cap- 


_ital issues rather than by the manufac- 


turing of bank credit. This Situation 
should be carefully canvassed by the 
delegates to the coming international fi- 
nancial conference which will meet in 
a few weeks to discuss the whole inter- 
national credit situation. This effort to 
secure united support in the most com- 
plicated loan operation that was ever 
attempted by the bankers of any country, 
or of all countries, is highly encouraging. 
The conference will bring together the 
best known financial experts in the world 
and the indications are that it will be 
successful in evolving a plan to grant 
relief where it is most needed and to 
put industrial Europe on its feet. Quick 
action must be taken in this direction as 
the need is great and the confusion in 
Europe such as to give rise to the de- 
velopment of greater unsettlement among 
the people of belligerent and neutral 
countries, who must be given something 
to do forthwith.” 





FURTHER PRICE RECESSIONS UNTIL 
U. S. BUYS ABROAD 


Prest. Traylor, of First Trust & Savings 
Bank, Chicago, Expects Drop in Wages 


“The reduction in prices will continue 
until the United States begins buying 
heavily abroad. This would send the rate 
of exchange up again. In the meantime 
an enormous surplus will accumulate in 
this country, due to the curtailing of ex- 
ports. While this may mean unemploy- 
ment for many persons, it will mean a 
sharp reduction in the cost of living. 
Wages, of course, will come down with 
the prices. The question of how soon the 
consumer will feel the reduction in prices 
will depend largely upon how soon we 
cease exporting goods. Indications are 
that the householder will notice a change 
in prices very soon.” 





COMMODITY PRICES UNLIKELY TO 
HAVE SERIOUS DECLINE 


J. H. Trgeoe, of Natl. Assn. of Credit Men, 
Does Not Fear Credit Collapse 


“No serious decline in prices can be 
anticipated in the immediate future. On 
the contrary, the prices of some com- 
modities are likely to advance further. 
But the whole burden of our efforts 
should be to encourage the production of 
essentials and prevent them from reach- 
ing that peak from which they must in- 
evitably sharply fall. 

















“Promptness and qtick liquidation of 
obligations with careful buying and sell- 
ing, will help us make a successful pas- 
sage through our present serious situa- 
tion. 

“Earnest concentration on a wise ad- 
justment of the railroad situation and 
the return of the railroads to private 
ownership, with the proper guarantees, 
is also a part of the task that must 
be performed in bringing us to credit 
safety. 

“An adjustment of Federal taxes so 
that business may not be burdened and 
the cost of government may be distrib- 
uted equitably among the people is also 
another important matter to deal with. 

“With these advices and admonitions 
now being given out on every side ob- 
served, all of them summed up meaning 
proper thinking and proper living, we 
declare that there is no reason why our 
prosperity should abate or our credit 
structure collapse, or that we should not 
continue for several years to maintain a 
large domestic commerce on a basis 
profitable for the judicious merchant.” 





SITUATION CALLS FOR RIGID 
NATIONAL ECONOMY 


N. Y. State Chamber of Commerce De- 
plores Further Governmental Waste 


“It is the judgment of the Chamber of 
Commerce of the State of New York, that 
the Congress should undertake forthwith 
an investigation of the several depart- 
ments of the Government with the par- 
ticular object of bringing about the 
discharge from the employ of the Gov- 
ernment of all employees not required 
for the conduct of the regular and nor- 
mal business and affairs of the Gov- 
ernment, and of returning such super- 
fluous employees at once to the pro- 
ductive occupations in which they are 
needed, thus stopping further material 
and financial wastage from this source 
and strengthening the national economy 
at the present critical time.” 





CORDIAL INDUSTRIAL RELATIONS 
NECESSARY TO PROSPERITY 


J. Philip Bird Urges Co-operation 
Between All Classes 


“The one thing that every right-think- 
ing American can do at this time to 
insure our prosperity after the war is 
to lend every effort to bringing about a 
closer alliance between men and em- 
ployers. We must eliminate the bicker- 
ings and bitterness which has been en- 
gendered through many years of cease- 
less destructive agitation in our industrial 
ranks. The people must adopt a more 
wholesome and constructive attitude to- 
wards our captains of industry. Em- 
ployers must, as good business men, 
maintain a friendly and co-operative spirit 
with and toward the workers in their 
plants. Wage earners must be taught 
the great industrial truism that their 
employers are their best friends and part- 
ners. 

“Industry will be called upon to play 
a vital part in the work of reconstruc- 
tion, and it must have the full confidence 
of the public if it is to succeed. We can 
no longer afford to let jealousy and 
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avarice and class antagonism blind our 
eyes to the truth that American industry 
cannot take its rightful place in world 
competition unless all three of its part- 
ners—employers, employees and the con- 
suming public—work together to a com- 
mon end.” 


LIBERTY BONDS WILL RECOVER 
TO PAR OR BETTER 


Comptroller of the Currency Williams 
Emphasizes Intrinsic Values Behind 
Government Bonds 





In a recent formal statement, John 
Skelton Williams, Comptroller of the 
Currency, said that U. S. Liberty Bonds 
are not only sure to recover in price to 
their par value, but are likely to command 
a considerable premium. 

“There is,” Mr. Williams said, “no 
cause for anxiety because of the recent 
decline in the market value of these se- 
curities, and fall in price is no reflec- 
tion upon their intrinsic value and de- 
sirability. The people of this country 
need have no doubt of the ability of the 
nation now and always to meet all its 
obligations. 


“ 




















TO RIDE THE STORMS 


“The income of the people of the 
United States probably amounts at this 
time to more than $10,000,000,000 per an- 
num, and less than one-tenth of this sur- 
plus would be sufficient to absorb in a 
year all investments still held by national 
banks in liberty bonds.” 





SHIP MORTGAGES MUST HAVE 
HIGHER STATUS 


Ira M. Campbell, Former Admiralty 
Couhsel, Says Present Mortgages Are 
Unattractive 


“The transfer of the Government ships 
to private ownership is so large a propo- 
sition, that it cannot be accomplished 
without drawing on the entire investing 
population of the United States. This 
transfer cannot be made entirely through 
commercial banks. 

“Farmers, laborers and small merchants 
will not put their savings into ship mort- 
gages until you give those mortgages a 
higher status than they have today. The 
public does not invest in the bonds of 
the big, unsuccessful shipping companies 
which have a high credit of their own. 


All the Government ships cannot be sold 
to the big companies. The small com- 
panies, just entering the business, will 
have to finance themselves and this bill 
will give their bonds value. 

“I think it would be well for the com- 
mittee to call before it officials of banks 
who deal in investment securities. They 
are really the merchants of this class of 
securities and I am sure they will tell 
you that the present ship mortgage loan 
is inadequate and that they are unable 
to dispose of securities. save on the 
strength of the standing ef the com- 
panies involved. It is the standing of 
the company that counts and not the 
nature of the bond itself.” 





ARCHAIC SHIPPING LAWS DEMAND 
REORGANIZATION 


Charles W. Morse Would Alter Them 
to Fit Present Conditions 


“The financial world does not know 
anything about shipping. In England, 
where they are accustomed to that busi- 
ness, the banks take long time loans on 
ships; bankers here do not. I would 
suggest Government application to ship- 
ping of methods similar to those by 
which the Government operates its farm 
loan banks for loaning money to farm- 
ers. It should create a fund from which 
to loan on ship mortgages and then sell 
the mortgages, payment béing deferred a 
long enough period to enable the earnings 
to pay it off. 

“Then, holding these mortgages as se- 
curity, debenture bonds could be issued 
against them and sold to investors every- 
where as the farm loan debenture bonds 
are sold. All this would require some 
reorganization of our shipping laws so 
that a ship would not be subject to at- 
tachment anywhere for any sort of claim. 
Our present laws on these subjects are 
archaic; they were made before there 
were cables or easy communication and 
when a ship, once started on a voy- 
age, was never heard from again till she 
came home. 

“We should have arrangements for all 
ships to be followed and reported by 
Consular agents wherever they go. The 
Shipping Board is one of the most im- 
portant departments of the Government 
and should be recognized as such to the 
extent of making its director a member 
of the Cabinet. If that is impossible the 
board at least should be entirely inde- 
pendent and clothed with fullest powers.” 





CONGRESS MUST PURSUE POLICY 
OF RIGID ECONOMY 


Representative Mondell Stresses Danger 
of European Situation 


“I feel it is my duty to emphasize 
again the absolute necessity of a sharp 
reduction in government expenditures. 

“The shadow of the deplorable financial 
conditions of Europe is thrown across 
our country with ever-increasing and 
ominous portent of danger. The con- 
stantly decreasing values of European 
currencies warn us to trim sails, to econ- 
omize, to save. It is essential that the 
Federal government set a good example 
in this regard. 

“There are certain constructive meas- 
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ures which this Congress should and will 
pass, but equally important as these is 
the practice of the most rigid economy. 
Every proposal of expenditure in increas- 
ing amounts, or for new purposes, must 
be subjected to the acid test of necessity.” 





AUTOCRATIC WAR-LAWS SHOULD 
BE REPEALED 


Senator Harding Assails Restrictive Com- 
missions Formed in Emergency 


“Under a well meant design to con- 
secrate all our energies to the supreme 
task of winning the war, we inaugurated 
governmental control or Government 
regulation or restrictions, Government 
price fixing and established commissions 
everywhere. We uttered fine phrases 
about democracy and drove headlong to 
hindering bureaucracy. 

“We must repeal the laws of assumed 
autocracy, even though the assumption 
was patriotically inspired. If we com- 
missioned and controlled and regulated 
and restricted for the winning of the war, 
let it be understood that the war is over. 
The formal peace might have been pro- 
claimed a year ago, if peace had been 
the paramount purpose of our mission 
to Paris. 

“We counsel with labor, and we ought, 
because no people is fortunate whose 
working armies are not employed and 
righteously compensated. We counsel 
with the American farmer and we ought, 
because agricultural good fortune is of 
prime importance to the welfare of every 
nation. We confer with educators and 
encounter agitators and dwell with poli- 
ticians, because popular government 
makes it so. But it is well to recall, in 
appraising them all, that success in indi- 
vidual pursuits is no bar to participating 
in the promotion of the great economic 
weal.” 





POLAND’S STRONG POSITION NOT 
FULLY UNDERSTOOD 


Vincent Strelecki, Textile Manufacturer, 
Points Out Country’s Trade: 
Advantages 


“Poland will be the natural gateway 
through which trade between the Allies 
and Russia must pass. Her importance 
will be emphasized both because of her 
geographical position and the familiarity 
of her technical men and merchants with 
Russian affairs. The imminent peace be- 
tween Poland and Russia, while it may 
hold dangers for the future against which 
Poland must prepare herself, promises 
immediate and huge benefits. 

“American manufacturers appear to be 
poorly informed regarding the resources 
and industrial and agricultural potential- 
ities of Poland. 

“I have heard a great deal while I have 
been in this county regarding Poland’s 
poverty. 
liquid assets today, but I do not believe 
it is realized that the total sum of all the 
éurrencies now in issue in Poland does 
not exceed $4,000,000 in American gold 
at the present rate of exchange. She has 
no overwhelming war debt and no tre- 
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It is true that she is poor in — 





mendous expenditures to make for gov- 
ernmental purposes. 

“Against her liabilities she places a 
country as large as France, containing 
35,000,000 people, and resources in coal, 
oil, metals and agricultural products not 
exceeded anywhere in the world on the 
basis of area and population.” 


RAILS WILL NEED PROTECTION 
AFTER RETURN TO OWNERS 


President Stephen C. Mason, of Natl. 
Assn. of Mfrs., Says Congress Must 
Insure Upkeep 


“Normal business prosperity and em- 
ployment of labor will be threatened 
after March 1 when the railroads of the 


RETURNING THE BORROWED 
RAILROADS 
—Darling in the N. Y. Tribune. 


United States are restored to private 
ownership unless Congress takes prompt 
action to provide by legislation for the 
adequate and continuous upkeep and bet- 
terment of the railway properties. 

“To avoid, after the return to cor- 
porate management, a protracted interval 
of hand-to-mouth operation, Congress 
must (1) extend the standard of return 
until revenue has been adjusted to credit; 
(2) create a revolving fund for Govern- 
ment loans sufficient for the roads to 
meet their obligations to the public in 
case the investment conditions continue 
unfavorable; (3) authorize the refunding 
of carriers’ capital debts to the Govern- 
ment on equitable terms.” 





RAIL OWNERS SHOULD COOPERATE 
WITH CONGRESS 


Davies Warfield Hopes Private 
Opposition Will Be Withdrawn 


“It is to be hoped that the opposition 
of those elements which have been ac- 
tive throughout the consideration of this 
legislation will not be continued. The 
situation upon the return of the rail- 
roads under existing conditions will be 
dificult enough. 

“Unless there is co-operation on the 


s. 











part of the managers of the railroads 
along lines more consistent with the spirit 
of the proposed legislation than has been 
observed in certain quarters in the past, 
the responsibility for unsatisfactory re- 
sults must be shared by the railroads 
and their owners and will not rest ex- 
clusively upon the Congress and the com- 
mission, which have been charged—and 
at times unjustly—with responsibility for 
results unsatisfactory both to the public 
and to the investor.” 





PEOPLE OF THE WORLD 
MUST GO TO WORK 


Senator Smoot (Utah) Attributes Exchange 
Situation to Idleness and Extravagance 


“The people of the whole world must 
go to work. The currents cannot forever 
flow in one direction. It is time to stop 
spending, and save. The international 
exchange and trade situation shows this. 
The gold has flowed to us and we are in- 
flated, both with gold and paper. France 
has over seven billion dollars of uncov- 
ered paper. Is it hard to explain why the 
franc is cheap? 

“The sudden widespread agitation 
about the suspension of foreign trade 
owing to the depression of European ex- 
change is merely the realization of what 
some people have known must happen. 
The inevitable is upon us; that is all. 

“It is trite but it is everlastingly true 
that the only thing to save the world 
is for people to quit spending and go 
to working, producing and saving. Noth- 
ing else will correct the exchange situa- 
tion. If Europe does not produce what 
it uses and something to exchange for 
what it must buy outside Europe, it must 
pay in gold; and it hasn’t the gold. It 
must go to working and saving; and it 
shows no disposition to do so. Neither 
does this country for that matter.” 





WORLD HAS BEEN SEEKING 
SUBSTITUTE FOR WORK 


Irving T. Bush Thinks Hard Times Will 
Do Us Good 


“America itself is going to suffer in 
the long run from the situation which is 
temporarily adverse to England. The 
United States is becoming reconciled to 
the necessity of dropping out of the ex- 
port market, with the exception of 
trading in copper and some few raw 
materials, which she alone can furnish 
the world. The result inevitably will 
be a gradual slowing up in American 
industries and the country’s own shelves 
will begin to be replenished. 

“I do not anticipate a panic, but Amer- 
ican business men have been in a drunken 
delirium for the last couple of years, and 
a moderate dose of hard times will bring 
us to earth and do us good. 

“When surplus labor results from this 
slowing down of industry then labor and 
capital will be on the way to the restora- 
tion of normal relations and the whole 
economic system of the country will be 
on a healthier basis. The big trouble has 
been that the world has been trying to 
find a substitute for work.” 
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Canadian Bonds for American Investors 


“Uncle Sam” As Canada’s Banker—Strong Security -Behind Canadian Bonds—Fluctuations 
in Yields—Exchange Profits and American Investors 


HE war has subjected the Canadian 
bond market to a number of im- 
portant changes. Chief among 

these in interest to American investors 
is the assumption of the role of Canada’s 
leading banker by the United States. 

As it will be seen from the graph here- 
with, the borrowings of Canada prior to 
the war have been chiefly in London. In 
each year of the period 1906-1914, inclu- 
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TABLE I—Interest Yields on Canadian 
Obligations, 1919 





Province of Ontario............... 5.10% 
Western Provincial Bonds.......... 5.20% 
Ontario Cities and Towns..... 5.05 to 5.10 
Large Ontario Towns.......... 5.37 to 5.50 
Large Cities in the West....... 5.62 to 5.75 
Large Towns in the West........... 6.00% 


School Districts in the West. . .6.12 to 6.25 








sive, the amount of Canadian bonds sold 
in the United Kingdom formed at least 
50% of the total. But in 1915 things 
changed. Great Britain was called upon 
to help finance her Allies, and could not 
satisfy so large a part of Canada’s needs. 
The United States in 1915 took 42% of 
the total of new bond sales; in 1916, 70%; 
in 1917, 25%; in 1918, 4%, and in 1919, 
45%. The declines since 1916 are to be 
explained by the great increases in the 
amount of bonds sold in Canada, and 
partly to the war restrictions on new 
flotations in this market. 

Just at present it is a question as to 
where Canada will borrow. According 
to a leading financial authority, she can 
not borrow to advantage in London. On 
the contrary, securities are being sold 
back to her, the exchange situation offer- 
ing the inducement of profit. The large 
sums already raised by domestic loans 
will render new flotations in Canada diffi- 
cult. This country, therefore, appears to 
be the only immediate source from which 
our neighbor can satisfy her capital re- 
quirements, but Canadians are apparently 
not yet accustomed to the high interest 
rates prevailing in this market and the 
heavy premium on New York funds in 
Canada is working greatly to their dis- 
advantage. Still, Canada must import 
capital, for in her stage of development 
there is not usually enough capital stored 
up to support the rapid expansion. 


Is Canada Good Security? 


Let us analyze what Canadian bonds 
offer by the way of security, rates of 
yields and possible profits. A short de- 
scription of Canada’s economic position, 
resources and prospects should prove en- 
lightening in judging the security behind 
her obligations. 
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Canada is a young and highly promis- 
ing country. Her principal wealth lies in 
great resources of raw materials and 
foodstuffs, particularly products of agri- 
culture. The tendency in agriculture is 
toward diversification. British Columbia, 
Newfoundland and Nova Scotia spell the 
last word in fish. Alberta’s dairy prod- 
ucts are well nigh up to Denmark’s grade. 
Cattle of all kinds are plentiful. The tim- 
ber and wood pulp resources of the coun- 
try are proverbially wealthy. The output 
of metals is varied and considerable in 
the aggregate, Canada having virtually a 
world-wide monopoly on the raw ma- 
terial from which nickel is derived. 

Industrially, Canada, like most young 
countries, is not very highly developed, 
excepting in a few sections, but its total 
manufactures are considerable and ex- 
pansion is progressing rapidly. Pulp and 
paper, iron and steel, railway materials 
and automobiles are the principal indus- 
tries. The prospects in the future are 
bright, provided Canada can secure cap- 
ital from other countries to finance the 
further expansion of her industries. 

The transportation facilities are gen- 
erally gdod, and in late years the good 
roads movement has been making good 


strides during the war, and fundamentally 
is founded on sound scientific principles. 

Canada’s foreign trade has gained by 
leaps and bounds over pre-war levels, and 
considering that so large a portion of the 
exports consist of raw materials and 
foodstuffs, the indications are that any 
decline which may come to pass will be 
gradual. The merchandise balance has 
been favorable since 1916, a rather un- 
usual phenomenon prior to that time. Im- 
ports from the United States have been 
running much ahead of exports, however. 
Canada is laying extensive plans to de- 
velop markets in almost every part of the 
globe, and the vision of a rapidly in- 
creased foreign commerce has caused her 
to provide a national mercantile marine. 

As regards the growth in national debt, 
Canada is better off than most of the 
nations engaged in the war, and she has 
her resources intact with which to pay off 
her debt. Immigration into the country 
is large, and there is enough work to do 
to occupy labor. The population is or- 
derly and patriotic. The fiscal methods 
of public bodies are conservative, and the 
national income can easily take care of 
all charges in connection with the public 
debt. 








Photo by Unlerwood & Underwood. 








AN INDEX OF CANADA’S PROSPERITY 


The world’s largest grain elevator at Port Arthur, Ontario, with a capacity of 
12,000,000 bushels 


progress. While the government lines 
are not self-supporting, many improve- 
ments are contemplated, which it is hoped 
will result in happier returns. The 
water-power resources are phenomenal 
The banking system has made remarkable 


In short, Canada is a rich and very 
promising country, whose resources and 
prospects give solid security to her obli- 
gations, and whose revenues and assets 
enable caring for the public debt without 
difficulty. 
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Yields on Canadian Bonds 


The rates of interest which Canadian 
borrowers have to pay for capital have 
not proven. exceptions to the world- 
wide advance in the cost of capital caused 
by the war. Table I presents the approxi- 





bonds will enhance in his estimation, 
when it is remembered that New York 
funds are now at a premium of about 
15% in Canada, which is another way 
of saying that Canadian exchange on the 
United States is at a discount of approxi- 


Table I]—Current Canadian Bond Offerings. 


Issue. 


External Loans— 
eS Oe en ee iwncoenbe 
Province of Ontario 5%s..... Pant SS 
Province of Ontario 3%4s............... 
Province of British Columbia 5s......... 
Province of Manitoba 6s................ 
Province of Saskatchewan 6s........... 
Province of New Brunswick 5%s....... 
Government of Newfoundland 6%s..... 
SE ns acne da en a paenaen 
City of Toronto Guar., 4%s............. 
ee ns win ngs aaa wun ene 
Ce Oi CD Mc ccic san ceatigeesee 
Internal War and Victory Loans— 
Dominion 
Dominion 
Dominion 
Dominion 
Dominion 
Dominion 
Dominion 


“ae” ee 
er TR og cc n.ate noes 
Oe GE, SOBs 6 a vicencveccne 
RS oc canes 
er EE RS os op oennne eee 
Se Ds nn avcans-ox 04aee 


*To American investors, assuming that 


Ap’ximate 

Price Yield to 

Maturity. About. Maturity.* 

April, 1931 91.38 6.15% ° 
April, 1922 98.30 6.30% 
Jan., 1930 93.50 6.40% 
Jan., 1925 92.67 6.75% 
Jan., 1925 97.89 6.50% 
October, 1925 90.06 6.75% 
Dec., 1929 94.48 6.25% 
Jan., 1928 98.38 6.75% 
July, 1926-31 89.86@93.41 6.25% 
Sept., 1953 77.17 0.10% 
June, 1920-'21 97.74@99.36 6.759% 
June, 1922-'24 94.36@96.74 6.50% 
Dec. 1922 87.25(a) 10.50% 
Dov. 1923 87.25(a) 9.90% 
Nov., 1924 87.00(a) 7.50% 
Nov., 1933 89.25(a) 6.75% 
Nov., 1934 89.25(a) 690% 
Dec., 1937 91.25(a) 6.30% 
March, 1937 86.52(a) 6.25% 

Canadian exchange returns to par. 


(a)New York prices, based on 15% premium for New York funds in Canada. 


mate prevailing rates of return netted by 
various types of Canadian securities of 
different sections of the country during 
1919. 

These yields are taken from a highly 
authoritative compilation of the prices of 
Canadian securities, which appeared in 
the January 9th issue of the Monetary 
Times. Comparison of the rates of in- 
years, 1910-1913, inclusive, show some 
marked changes. At the end of 1911, 
Province of Ontario bonds sold on about 
a 4% basis; obligations of large cities and 
counties in Ontario, about 4.37%, and 
those of large towns and townships, 
4.75%. 

In the late nineties, the better grade 
provincials yielded only about 3.10%, and 
better grade municipal credit was on an 
approximately 4% basis. Nearly the same 
range of yields prevailed until 1907, a 
panic_year. From then until about the 
outbreak of the European’ war in 1914, 
rates on various types of issues advanced, 
but they were on the whole quite substan- 
tially below prevailing yields, excepting 
for some Western obligations, upon 
which the interest rates moved downward 
as their safety received better demon- 
stration. Dominion credit, now on about 
a 5% basis, prior to the war was not 
much above 3%. 


Profits from Canadian Exchange 


The reader will appreciate, of course, 
that the figures used in the above discus- 
sion of yields are by their very nature 
approximate. They serve admirably, 
however, to depict the conditions and 
changes in Canadian credit. 

But if the figures given in Table I ap- 
peal to the American investor, Canadian 


536 


mately 15%. Before the war New York 
funds in Canada were at a slight discount 
in Montreal during part of the year, and 
at all times the fluctuations in exchange 
between New York and Canada was 
through a narrow range, as it costs but 
70 cents per $1,000 on either side of par 
to ship gold. This was reflected in the 
custom of circulating Canadian and 
United States coins at par in the border 
cities. 

The causes for the sharp advance in 





the premium since the early months of 
1918 are not far to seek. As stated above, 
prior to 1916, imports of merchandise had 
exceeded exports. Beginning with that 
year, however, as a result of war condi- 
tions, the current turned, but large ex- 
pansion in shipments to Great Britain 
was the chief cause for the favorable 
merchandise balance. On the other hand, 
imports from the United States in late 
years have been advancing much more 
rapidly than exports. 

The balance of trade between the 
United States and Canada’ has been fa- 
vorable to the former for years, and the 
reverse has been the case between Canada 
and Great Britain. The way in which 
Canada normally settled her indebtedness 
to us was by Canadian exporters drawing 
sterling bills against British importers 
and selling them in New York. This 
created a large amount of Canadian- 
owned sterling sold in New York with 
a consequent accumulation here of Cana- 
dian funds. The whole transaction de- 
pended, then, upon British importers 
paying their indebtedness to Canada, but 
it is clear that to throw additional ster- 
ling bills upon the market under present 
conditions would prove a heavy burden. 
British firms are, therefore, according to 
reports, deferring payment—hence the ab- 
normal premium on New York funds in 
Canada. 

The manner in which this premium has 
been brought about is to be regretted, as 
are also the hardship which it imposes 
on Canadians and any dire effects 1t may 
have on trade and other relations be- 
tween the United States and Canada. 
But the premium is here, and it offers 
Americans an opportunity to benefit 
themselves and Canadian-American rela- 
tions. The details of how this works out 
are about the same as in the cases of the 
European exchanges. The purchase with 
New York funds of internal Canadian 
obligations offers possibilities for profits 
as the premium moves closer to normal, 
for under present conditions the Ameri- 
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WEALTH OF THE VIRGIN FORESTS 
Lumber is one of the principal resources of the Dominion of Canada and the source 
her greatest wealth 
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can ts really buying Canadian dollars at 
85 cents each. 

An illustration will help to clear up the 
whole matter. The Dominion 5s, due 
1937, are selling around 99% in Canada 
to yield a little more than 5% to maturity. 
An American investor, with New York 
funds in Canada at a premium of 15%, 
can buy a $1,000 par value bond for 
about $850. Since the interest and prin- 
cipal are payable in Canadian funds, the 
interest yield would be the same as for 
the Canadian investor, but as exchange 
approaches to par the yield increases, and 
he has profits in the increase in principal 
value. In the case of external obliga- 
tions whose principal and interest are 
payable in New York funds there is no 
prospect for profits through exchange 
appreciation, but the prevailing condition 
of exchange summarizes a set of circum- 
stances which has caused an increase in 
the yields returned by external obliga- 
tions. As exchange moves closer to nor- 
mal, it is to be expected that the rates of 
interest on bonds will decline, or prices 
advance. 

Some persons may ask, why look for 
profits in Canadian bonds when the maxi- 
mum gain from exchange appreciation 
can be but a little above 15%, while inter- 
nal bonds of the Allied countries offer so 
much larger possibilities? There are, 
however, a number of compensating cir- 
cumstances which offset the smaller pos- 
sibilities for profits, chief among which 
is that the time within which Canadian 


exchange will return to normal should be 
much shorter than in the case of the Al- 
lied exchanges. 


Some Interesting Issues 
Table II herewith presents a number of 
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internal and external issues being offered 
currently (February 9) in New York by 
leading Canadian bond dealers of this 
country and Canada. The yields on the 
internal issues are computed on the as- 
sumption that New York funds in Can- 
ada par. The range of yields based upon 


Canadian prices is from about 5.03 to 
5.50% 

An outstanding feature of the yields 
returned by the various issues is that they 
generally decrease as their terms to ma- 
turity increase. The reason for this is 
that investors realize that present condi- 
tions in the Canadian bond market are 
temporary, and are almost certain to re- 
turn nearer normal before very long. In 
any such readjustment in the yields of 
bonds those of longer term would be 
benefited to a greater degree than those 
of shorter term. Hence, the better 
prices (lower yields) for long-term is- 
sues by way of discounting future possi- 
bilities. The prices of internal Govern- 
ment war bonds have been stabilized by 
fixing minimum prices. 


There is little to add regarding these 
bonds individually. They are all well 
secured, have good prospects, but the 
longer maturities are much more desir- 
able, excepting, of course, where short- 
term issues are needed for special re- 
quirements. The City of Toronto 4%s, 
due 1953, are an obligation of the To- 
ronto Harbor Commissioners, and are 
guaranteed as to interest and principal 
without any conditions by the City of 
Toronto. They have all the security of 
bonds issued by the city, and in addition 
to the pledge of the property of the 
Harbor Commissioners, the revenues 
therefrom. 


Chemical Foundation Marks Real Genesis of 
American Dye Industry 


The Fight Against Germanic Domination of Dyes and Chemicals—What Has Been Accom- 
plished by the Alien Property Custodian—Its Bearing on American Companies 


HE Chemical Foundation is a very 
T unique enterprise inasmuch as 
back of its charter is the idea that 
business can very well be blended with 
patriotism, and that it is quite possible 
to hold valuable trade secrets in a sort 
of trustee company that will use, not 
abuse, its knowledge. This is where the 
Chemical Foundation displaces that Teu- 
tonic Moloch—the dye and chemical in- 
dustry—from its high estate, cuts off its 
head, embalms the body, but holds the 
nerves for the regeneration in America 
of what may be one of the world’s most 
powerful industries of the future. 

The Foundation, as we will call it, is 
un-American in its lack of speculative 
trimmings, since the holders of its pre- 
ferred or common stock divest them- 
selves, ab initio of all inside information, 
melon-cutting chances, or big dividends. 

The capitalization is $500,000, of which 
$400,000 is preferred stock and $100,000 
in common stock.. Both classes will re- 
ceive 6 per cent per annum, when earned, 
and no more. While the preferred takes 
precedence over the common as to prin- 
cipal and income, it has no voting power. 
None of the stock can be transferred 
without the consent of the board of di- 
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rectors, and the common is to be de- 
posited in a voting trust, to continue 
until January, 1936. 

Evidently, the shares are shorn of all 
speculative features: they are hedged in 
with restrictive conditions, and to get 
at the bottom of the caution so apparent 
we have to go back a littie. 


The Dye Industry Before the War 

The dye industry, filled as it is with 
complexity and difficulty, although born 
in England and slightly developed in 
France, was made the subject of elaborate 
study by German chemists and scientists, 
who foresaw the immensity of the field 
from a busjness and economic stand- 
point many years ago. 

It has been commonly supposed that 
German chemists are abler than any 
other; while this is true in a measure, 
their ability is largely made up of a 
stick-to-itiveness that is characteristic of 
the Teutonic temperament. Few peoples 
are gifted with the virtue of patience and 
obedience to their job to the same ex- 
tent, or have been willing to do the- work 
for so small a reward. It has not been 
surprising to find that an industry that 
is seventy-five per cent science was, at 


the outbreak of the war, about ninety- 
eight per cent controlled by those who 
were willing to go through the grind 
necessary to secure control—the Ger- 
mans. 

A. Mitchell Palmer, now U. S. At- 
torney General and formerly Alien Prop- 
erty Custodian, has been criticized 
extensively in connection with his con- 
fiscation of alien-owned stocks and in- 
dustries, and I suppose he has as many 
enemies as he has friends. Few suc- 
cessful men go through life without mak- 
ing enemies because they have to give 
some hard blows, or get hit. Whether 
the controversy that raged around his 
extremely delicate official custodianship 
of millions of dollars worth of alien 
property had a political origin or not, 
I cannot pretend to guess. Those who 
form opinions too quickly might, how- 
ever, go through the brochure issued by 
Mr. Palmer and his successor, Francis 
P. Garvan. 

They will discover that the task of St. 
George was simple arithmetic, and his 
dragon a tame rabbit, compared with the 
Alien Property Custodian’s job of up- 
rooting the hydra-headed chemical giant 
of German growth that had taken root 
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in our soil, and had spread its tentacles 
to every nook and cranny that defied 
every effort to shake it. 

It should be remembered that the dye 
industry and explosives are first cousins 
—in fact, twin brothers. Dyes cannot 
be made without producing by-products 
that can be turned into picric acid and 
Trinitrotoluol almost at a moment’s no- 
tice. The dye manufacturer, in the pur- 
suit of his peaceful occupation of making 
colors, can, figuratively, turn his coat 
round, and hang up a sign, “maker of 
deadly explosives.” 

You have the secret why it was ex- 
pedient around 1904 for the German 
Government to take a fatherly interest 
in its dye (explosive) business, and do 
all in its power to help its own, to pro- 
tect them, and hinder others. The busi- 
ness of making dyes is a profitable one, 


once you know how to make them. But ° 


in experimenting and finding out how 
to start it is much easier to “go broke” 
than find your footing. This condition 
prevailed in this country over and over 
again prior to the war, with the addi- 
tional handicap of Germany being past 
the experimental stage, and able to mar- 
ket the finished goods produced by sea- 
soned firms, in large quantity, cheap 
labor, and at ruinous prices up or down 
the scale. 

Dumping of products is one of the fine 
arts that seems to have originated in the 
dye industry, judging by what happened 
to the Benzol Products Company and 
the American Acid & Alkali Company, 
American concerns who were sufficiently 
timorous to try out the dye industry in 
America. The method adopted was de- 
lightfully simple in its application and 
results. It consisted in flooding the 
American market with more than it 
could absorb at a price ridiculously be- 
low that at which it could be produced 
here; then when the competitor was 
forced to shut up and stay shut—up, up, 
and up went the price again. 

Obviously American experiments with 
dyes were .a failure, and in 1914 found a 
mere handful of powerful German firms 
in complete control of the dye-chemical- 
explosive situation, and the hundreds of 
side-lines that go with the business of 
coal-tar products and derivatives. The 
largest of all was the Badische Anilin 
und Soda Fabrik of Ludwigshaven on 
the Rhine, the great Bayer & Co. concern 
of Leverkusen, the Aniline Manufactur- 
ing Company of Berlin, the old estab- 
lished “Hoechst” of Mayence, Leopold 
Cassella of Frankfort, and Kalle & Co. 
of Biebrich. Closely related to these 
giants, protected and dominated like 
younger brothers, trailed the Griesham 
Works of Frankfort and the Weiler-ter- 
Meer of Uerdingen. 

All of these carried on business almost 
in juxtaposition, along the banks of the 
Rhine or at headquarters in Berlin. The 
size of the combination can well be com- 
pared with the Steel Corporation or the 
new General Motors combine. Any one 
is a huge industrial enterprise employ- 
ing anywhere from 5,000 to 10,000 work- 
men. The “Hoechst” employed over 300 
chemists and used 30,000 horsepower, 
while the Badische works covers 500 
acres that stretch a mile and a half along 
the banks of the Rhine. Buildings in this 
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case cover 100 acres with over 40 miles 
of railway within its own grounds, 368 
steam engines and 472 motors. 

All the others, although somewhat 
smaller, were on a scale quite comparable 
with the others, or had affiliations equally 
important. When it is considered that 
the Hoechst firm alone landed 11,000 
different colors, the immensity and com- 
plexity of the business as a whole can 
be slightly appreciated. Eight of these 
great concerns had agent houses in the 
United States, and practically all of them 
had their connections and underground 
wires practically throughout the world. 


For the better carrying out of their. 


work and aims, the largest of these had 
combined into immense “cartels,” which 
not only had. the support of the great 
banks, but also the direct help and pro- 
tection of the Imperial Government. 





Germany’s grip upon the dye and 
chemical industries is today a thing 
of the past. The events of the war 
showed that American chemists 
needed only a powerful stimulus to 
equal the achievements of the 
Teuton scientists. The change has 
great significance for investors in 
American dye and chemical com- 
panies. 











Profits were pooled and capital stock so 
interchanged that each was interested in 
the other, and depression in one business 
was made up by prosperity in others. 

From the dividend disbursements that 
averaged from 8 per cent to as high as 
24 per cent annually, with several melons 
in the way of capital increases and bonus 
stock and rights, it would be impossible 
to say just how much wealth the dye and 
chemical combinations of Germany really 
have. Hoechst, Badische and Bayer 
raised their capitalization at the time of 
the big combination by 36,000,000 marks 
each, bringing up the total of each to 
90,000,000 marks, and this increases only 
faintly represented the actual profits thus 
shown to stockholders. Of course, the 
marks had some value then! 

How much money stockholders have 
made out of the dye investments may be 
judged from the fact that in the case of 
the Badische Company, stockholders were 
entitled to subscribe for new stock at 107 
against a market quotation of 490. As 
Mr. Palmer says, this was “a melon of 
some magnitude.” 


German Monopoly Broken 


When the Alien Property Custodian 
commenced his activities, Germany was 
supplying the world’s needs to the extent 
of ninety per cent, and at least had a 
finger in the pie so far as the remaining 
ten per cent was concerned. 

As stated, the dye business is a com- 
plex one, and more remarkable still is the 
system of entanglements and affiliations 
that were thrown around it in every 
country outside of Germany in order to 
keep it complex—and to keep it “at home.” 
It was this complexity of “outside inter- 
ests” that invited the attention of Cus- 
todian Palmer and his aides. 





The evolutions and convolutions of 
German sstatecraft, subtlety, diplomacy, 
and ‘subterfuge to protect itself and its 
industry are no part of our examinatiorh 
The Alien Property Custodians have is- 
sued a book on the subject, and they have 
only scratched the surface. It was their 
job to uproot it, and the Chemical Foun- 
dation, Incorporated—whose shares have 
been offered to the chemical industry—is 
like some proof that the dye industry has 
been started in America. 

Every vestige of the local branches of 
the ‘powerful “cartel” of German dye 
manufacturers has been traced and up- 
rooted. Not that this per se represents 
a crippling of the German-owned end of 
the business—since its interests in Amer- 
ica have been picayune, compared with 
the colossal industries that still live and 
flourish in Germany. 

Where it has been possible to trace and 
seize any local branch of the big “cartel,” 
any shares held here, any agency, affilia- 
tion or connection—this has been done. 
Thousands of patents held by the Bayer 
Company and others, registered in our 
patent offices but never used (and pos- 
sibly never intended to be used) have 
been taken over and turned in to the 
new Chemical Foundation, Incorporated, 
to be used for the benefit of American 
industry, and the development of the 
science and manufacture of dyestuffs. 

Frances P. Garvan, who succeeded A. 
Mitchell Palmer as Alien Property, Cus- 
todian, has stated the case of the Amer- 
ican chemical industry in his appeal for 
support as follows: 

1—Fairness to the $450,000,000 invested 
in the chemical business by loyal Amer- 
icans in the hour of our need. 

2—Independence and freedom of the 
textile, leather, paper, paint and varnish, 
pharmaceutical, three-billion dollar essen- 
tial American business. 

3—The necessity of our national de- 
fence. 

4—The destruction and prevention of 
the German system of propaganda and 
espionage in our land. 

5—The advancement of pure science 
and research. 

6—The advancement of medical science. 

Mr. Garvan points out that German 
chemists in their dye factories discovered 
a cure for sleeping sickness that made a 

(Continued on page 551) 





Where There Is a Will 


Without exception, every man _ should 
make a will. If he dies without a will 
the law steps in with all its costly features 
and regardless of the actual needs of the 
heirs, settles according to law and not ac- 
cording to reason how the estate should be 
divided. There are set rules for the di- 
vision of an estate when the owner dies 
without a will. In addition to this it is the 
usual custom for the courts to appoint the 
administrator who is nearest of kin, with- 
out much regard for his or her ability to 
administer. In this way much money, both 
from income and principal, is lost. By 
all means do not,neglect to make a will, 
if it is your desire to give those dependent 
upon you the full benefit of what you wish 
them to have. 
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Railroad Income in 1920 


Past Statistics of ‘Earnings Now of Little Value—Diversion of Freight an Important Influence 
—What Would Be Earned Under Eight Months of Government Guarantee 


(This is No. 1 of an important series of articles on the railroad situation and the prospects for various roads, which will be 


continued in following issues.—Editor.) 


ORE than 2,000,000 Americans hold 
securities representing at the close 
of last year an investment of ap- 

proximately $19,500,000,000 in the rail- 
roads under Federal operation. The 
opinion of the majority of this number 
is responsible for the market prices of 
these securities, and it is the purpose of 
this article to consider whether the opin- 
ion is sound in all instances. {n short, 
has the market discounted railway operat- 
ing results? Has the market even kept 
abreast of these results? 

The habit of studying the history of a 
corporation for ten years or more has be- 
come so general among investors that it 
may be responsible in part for the want 
of alignment between present operating 
results and current quotations for secur- 
ities, but the railway changes in the past 
twenty-five months have been of a nature 
so revolutionary that the study of a rail 
property’s performances in a past decade 
sheds on its present outlook not much 
more light than would be cast by the his- 
tory of a stage line in a past century. 

The railroads under Federal control 
last year reported about $516,000,000 net 
railway operating income, equal to about 
2.65% on their aggregate property ac- 
counts as they stood at the end of the 
year. But the distribution of this in- 
come was very unequal. The New Eng- 
land roads earned little more than 1% on 
their property investments, while the 
Pacific roads south of Washington earned 
nearly 5%. In individual instances the 
distribution was even more than unequal. 


Astonishing Contrasts 


A single striking contrast will suffice. 
Delaware & Hudson was placed on a 
dividend basis in 1826, and has paid divi- 
dends, except for 12 years, at varying 
rates, ever since, or a period of 94 years. 
The stock was placed on a 7% basis in 
1891 and on a 9% basis in 1907. This is 
certainly a glorious history. The present 
price of the stock reflects a possible re- 
duction in the dividend rate to about 7%, 
or 2% less than the rate paid. Had the 
company been operated for its own ac- 
count in 1919, with other income and de- 
ductions as reported for 1918, it would 
have earned less than 90% of its fixed 
charges. 

Western Pacific’s history is a story of 
unbroken disaster. The road was hardly 
finished when the company defaulted on 
its first mortgage bonds, and was thrust 
into receivership. It had not even begun 
to enjoy the benefits of a drastic reor- 
ganization when the Government took 
over the property, which, in 1918 and the 
first seven months of 1919, was operated 
as a second track of a competitor. Had 
this road been operated for company ac- 
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management, it would have earned, with 
other income and deductions as reported 
for 1918, about $8 a share on the common 
stock, or about 35% on the market price 
of the stock. 

While it would be difficult to duplicate 
this contrast, many similar examples, con- 
trasting in lesser measure, could be 
enumerated. 

The expectation that the roads will re- 
ceive an increase in freight rates is quite 
general, and, indeed, it may be accepted 
as a certainty that some relief in this 
direction wili be forthcoming if the coun- 
try’s transportation system is to continue. 
About 20% has been estimated as the re- 
quirement of the roads as a whole, and 
this can be distributed by groups to pro- 
vide for the heavy requirements of New 
England and the comparatively modest 
requirements of the Pacific roads south of 
Washington. 

A similar distribution cannot be made 
to take care of individual requirements, 
for such an attempt would lead to dis- 
crimination in rates between competitive 
roads and only hasten the wreck of the 
weaker properties. It is obvious, for in- 
stance, that a 20% increase in freight 
rates, without a recovery of lost business, 
would not succeed in continuing Dela- 
ware & Hudson stock on a 9% basis. It 
is equally obvious that Western Pacific, 
on its present operating showing, needs 
no increase. 


Division of Freight 


This raises the subject of the diversion 
of freight from former channels and the 
question of the time that must elapse be- 
fore the return to former channels. That 
there has been such diversion, there is no 
question. 

The question arises when one asserts 
unat former channels were natural chan- 
nels. If the old channels were unnatural, 
the diversion was not artificial The opin- 
ions of leading railway traffic officials on 
this subject about balance one another. 
The traffic officer of a road that has prof- 
ited by this diversion will assert that 
freight was formerly maintained in arti- 
ficial channels by means of vigorous so- 
licitation applied over a long period and 
was merely released from these channels 
as a war necessity. The traffic officer of 
a road that has suffered by this diversion 
will assert that former channels were 
natural channels and freight was diverted 
into artificial channels under the guise of 
a war necessity. Between these two opin- 
ions, it is fairly safe to assume that there 
will be a partial but not a complete 
restoration of traffic to its old channels. 

On_one phase of the subject traffic men 
are pretty well agreed, viz.: if freight is 
now moving in artificial routes, six 


months is ample time in which to effect 
a restoration to natural routes. 

The roads as a whole have been mak- 
ing the utmost efforts in the last few 
weeks to build up their traffic depart- 
ments. The country is being searched for 
the best men, and the highest salaries 
are being offered. No effort is being 
omitted by any road to obtain all that 
belongs to it, and the country will wit- 
ness after March 1 a competition for 
business such as has rarely been seen in 
the past. What will be the result? 

None can say. The result will first 
appear in the monthly operating statis- 
tics of the individual roads. In these 
statements the efforts, unprecedented 
among the roads of the country, will first 
begin to manifest themselves. The re- 
sults of these efforts will mean the dif- 
ference between solvency and bankruptcy 
to some of the roads; the difference be- 
tween great gains and great losses to the 
security holders. 

Never before have the monthly operat- 
ing statistics of the railroads been weight- 
ed with such importance for more than 
2,000,000 Americans. 

As the railroad bill in conference now 
stands, Federal compensation will be 
continued for six months after the cessa- 
tion of Government operation or until 
September 1. The roads must file their 
new rate schedules before May 1, and the 
rates will go into effect four months later, 
or on September 1. Thus, the year 1920 
will be divided as follows: for the first 
two months the roads will be operated by 
the Government for Government account; 
during the next six months they will be 
operated by the companies for Govern- 
ment account, and during the last four 
months they will be operated by the com- 
panies for company account. 

The operating statistics for January 
and February can be expected to show 
little more than is forecast by the same 
figures for the preceding two years, but 
in the next six months the results of traf- 
fic solicitation should manifest them- 
selves. As operations from March 1 to 
September 1 will be continued under pres- 
ent tariffs, net results will give little 
line on the possibilities of individual prop- 
erties under the higher rates, but fluctua- 
tions in gross should convey a fairly good 
idea of the measure of progress being 
made by the respective companies in re- 
gaining lost business or retaining existing 
business. For the last four months of 
the year, net operating results may be ex- 
pected to provide an indication of what a 
property can achieve in a full year under 
corporate operation at the new tariffs. 

When one reflects on the number of 
properties and the revolutionary changes 
in traffic movements that have taken place 
in the past two years, it is manifest that 
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these results will contain several sur- 
prises. That unusual opportunities will 
result, and those only, will be in a posi- 
tion to take quick advantage of the sur- 
prises. That unusual opportunities will 
exist for the salvage of losses or the 
realization of profits, there can be little 
question. 

Tue MaGazine or WALL Street has 
made arrangements to watch these de- 
velopments closely and to report the re- 
sults to its readers in coming issues, to- 
gether with our conclusions therefrom. 
Such reports and studies of the position 
of the various roads will become increas- 
ingly important as the year progresses. 

In the meantime, the outlook for the 
first eight months of 1920 seems compara- 
tively clear. 

The railroads, under the proclamation 
of President Wilson, will receive their 
compensation for the first two months of 
1920. As the railroad bill now stands, the 
companies will also receive the benefit of 
their rental for six months following the 
return of the properties to corporate man- 
agement, or until September 1. Thus, the 
income statements for the current year 
will be made up of eight months’ rental 
and four months’ operating results. 

As the rental is divided on the basis of 
the calendar year, while operating results 
are based of necessity on the traffic year, 
there is some profit for the roads in this 
arrangement. For the first eight months 
they will receive 66.667% of a full year’s 
rental, while only 62.163% of a full year’s 


operating net was earned in this period 
during the test years. Likewise, the 
roads will lose 33.333% of a year’s rental, 
but will have the benefit of their own 
operations for four months, during which, 
based on results of the test period, they 
should earn 37.837% of a full year’s oper- 
ating net. 

The following table shows estimated 
earnings per share in dollars on some of 
the principal railroad stocks for the eight 
months ended August 31, 1920, based on 
standard return or contract rental, with 
other income and deductions as reported 
for 1918: 

Preferred. Common. 
At. Coast Line... $15.22 $6.66 
Atchison, System ... 7.44 
Balt. & Ohio..... 12.46 3.80 
Ccce@enk.l. 2S 6.00 
Cen. R.R. of N. J. 10.10 
Ches. & Ohio.... 5.12 
Chi. & N. W.... 3.72 
C. -. & oe PP... Nil 


4.66 
3.60 


§ 700—7% pfd. 
: 6.34—6% pfd. 
21.56 Ist pfd. 
Col. & So. Sys.... 1 18.90 2nd pfd. 
Del. & Hudson.. 
Del. Lack. & W. 
Den. & R. Gr.... 


C8: Be Pee: «.% 


2.00 
§ 8.36 Ist pfd. 
1 17.04 2nd pfd. 
5.36 


Great Northern.. 
Illinois Central. . 





Kan. City So.... 
Louis. & Nash... 
Lehigh Valley... 
M., St. P. & S. 


Mich. Central.... 

Mo. Pacific 

N. Y., N. H. & H. 

ly a 
Norf. & Western. 45.48 
Northern Pacific. 

§ 10.64 prior pfd. } 
“1 6.58 pfd. if 
Pennsylvania ... 

Phil. & Reading. 


Seaboard A. Line. 


Southern Ry..... 
So. Pac. Sys.... 
St. L.-San. Fran. 
. |) ee yy See 
Texas & Pacific 


Un. Pac. Sys.... 
§ 122pfd.A 

Wabash LNil pid Bf 
West. Maryland.. § 2.001stpfd. 
U Nil 2nd pfd. § 

*5.56 

§ 2827% pid. 
Wheel. & L. E.... 1 Nil6% pid. § 

*Compensation offered by Government, 
but declined by company. 

+No common stock outstanding. 

tAfter 7% has been paid on both classes 
of stock, they share equally the remainder. 


Pere Marquette. 


§ 1.526% pfd. 
1 1014% pfd. 


6.34 
1.10 
2.88 


21.82 


West. Pacific.... 


Boston & Maine Under New Conditions 


What the Reorganization Means to the Various Securities—Unusual Features of Preferred 
Stocks—What Could the Road Earn on Its Estimated Valuation? 


EW ENGLAND roads have been no- 
torious among railroad men of 
late for the exceptionally poor 
showing they have made under Federal 
control, and not the least sufferer has 
been the Boston & Maine. It is the only 
road reorganized while under Federal 
control, and the new stocks cannot be 
said to have been absorbed as yet, as the 
final plan of reorganization was agreed to 
only last December. 

The trouble started in 1915, when a 
court decree was handed down divorcing 
the Boston & Maine from the New York, 
New Haven & Hartford by providing that 
the New Haven holdings of B. & M. 
stock, constituting a majority of the out- 
standing issue, were to be put in the 
hands of trustees and sold. In the same 
year the railroad began its attempt at a 
reorganization by trying to obtain legisla- 
tion permitting it to consolidate with its 
leased lines and readjust its stocks and 
funded obligations. 

The troubles with the Boston & Maine 
were a top-heavy bonded debt, a large 
proportion of income going into payments 
for rentals, leases and hire of equipment 
and in its latter years, declining earn- 
ings, a malady, of course, common to all 
the railroads of the country. The pur- 
pose of the reorganization, as it ulti- 
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mately developed, was to turn as much as 
possible of its rental and lease obliga- 
tions, which were obligatory as long as 
the leased lines were not part of the sys- 
tem, into dividends on the preferred 
stock of B. & M., which would be op- 
tional This would be accomplished by 
consolidating the leased lines with the 
system, through the exchange ot stock. 

To return to the checkered history of 
Boston & Maine, the road was successful 
in obtaining satisfactory legislation from 
the States of Massachusetts, Maine and 
New Hampshire, but in 1916 it ran into a 
temporary receivership, the friendly na- 
ture of which will be understod from the 
statement that the president of the road, 
James H. Hustis, was made the tempo- 
rary receiver. He remained in this posi- 
tion till the final reorganization in Decem- 
ber, 1919. 

In 1917 a reorganization plan was 
started, with three prominent New York 
and Boston institutions participating. The 
immediate problem was the payment by 
the road of $20,000,000 of short-time 
notes, while further away was the ques- 
tion of consolidation and the assumption 
of the sub-leases of the leased lines. By 
the time the Board of Reorganization 
Managers, including representatives of 
the principal leased lines, had gotten 


under way, the Federal Government took 
over the railroads at the end of 1917, and 
nothing was done in the way of financial 
readjustment till 1918, when Hon. George 
W. Anderson, then Interstate Commerce 
Commissioner representing New England 
interests, suggested a modification of the 
original plan, which was eventually 
adopted, after being held up by litigation 
with various parties. The bankers 
dropped out of this plan. 
The Reorganization Plan 

The principal features of the plan were: 

(1) B. & M. was to be consolidated 
with its seven leased lines, the consoli- 
dated company undertaking all sub- 
leases and other obligations of the for- 
merly leased lines. 

(2) All matured obligations of the 
eight companies involved were to be paid 
in cash, interest and principal. 

(3) Back interest on unmatured bonds 
and debentures of the consolidating com- 
panies was to be paid in cash, the bonded 
debts being otherwise untouched. 

(4) A new issue of cumulative first 
preferred stock of Boston & Maine was 
to be created, in five series, paying dif- 
ferent dividend rates, corresponding to 
the dividend rates on the old stocks of 

(Continued on page 552) 
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AVING a good thing; sticking to 
it; backing it up for all you are 
worth; fighting for your patent 
rights; persisting in improving the arti- 
cle against discouragement and disap- 
pointment on all sides. That is the kind 
of battle the business world requires. 

There is no place for weaklings; faltering 

spells defeat. But if you have the cour- 

age and vision to fight such a battle you 
will win. 

The history of American business is 
filled with accounts of just such struggles. 
At this very moment there are dozens 
and dozens of little business groups 
going through the ordeal. Mention the 
names of any hundred of our business 
corporations, and for every one that owes 
its success to Providence you will find 
99 whose victory was the result of per- 
sistent endeavor. 

In the list of American corporations 
and of American business men who have 
run the gauntlet and come through alive, 
perhaps no name is more closely linked 
up with bitter struggles and keen disap- 
pointments than that of the original 
Graphophone Company; and in the same 
list there is no other name more inti- 
mately associated with phenomenal suc- 
cess than that of the Columbia Grapho- 
phone Company of today. 

It wasn’t so very long ago that Colum- 
bia Graphophone was an unknown quan- 
tity to us outsiders. We heard it was 
scraping along fairly well, but it was our 
impression that there was another com- 
pany in the same field which dominated 
the industry. Columbia, or, as it was 
then, American Graphophone, might come 
out all right, we figured; but the odds 
were against it. 

Columbia Graphophone at the present 
time has unfilled orders on its books 
which, in the aggregate are easily in ex- 
cess of $12,000,000. Its earnings for 1919 
are expected to show considerably more 
than $4 a share available for the com- 
mon stock. Expectations in quarters 
which we believe are entirely trustworthy 
are that earnings in 1920 will be double 
those for 1919. The company’s big plants 
are perfectly equipped (and more plant 
capacity is to be added soon), and the 
demand for its products is increasing at 
a rate generally enjoyed only by the ab- 

solute necessities of life. 


Abont Patents 

The question “Who invented the talk- 
ing machine?” is generally answered with 
“Edison, of course!” If, by the question 
is meant who discovered the principle of 
the talking machine, the Wizard undoubt- 
edly deserves the laurels. But when we 
come down to fine points and begin to 
split hairs about the difference between 
inventions and discoveries, the answer is 
not so easy to find. Whatever our under- 
standing may be, the fact is that in 1886 
the United States Patent Office issued to 
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Chichester Bell and Charles Sumner 
Tainter, United States Letters Patent No. 
342,214, covering “a method of engrav- 
ing records of sound” or “reproducing 
records of sound by engraving in a wax- 
like material”; and it is on that patent, 
issued more than 30 years ago, that the 
talking machine industry of today is 
founded. 

Chichester Bell was a cousin of Alex- 
ander Graham Bell, the man whom the 
world recognized as the inventor of the 
telephone. 

In addition to the above described 
patent, another patent was granted to Mr. 
Tainter alone for “a method of duplicat- 
ing or copying sound records.” The 
process provided for covering the surface 
of an original sound record with a fine 
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Columbia Graphophone Comes Into Its Own 


Early Struggles Now Rewarded by Great Prosperity — Efficient Management and Expanding 
Market for Talking Machines Assure Growth of Company 


“critical speed” for the surface of a rec- 
ord must be attained to secure the best 
results, was upheld as a valid patent of 
the Graphophone company’s against at- 
tacks from all sides. 

The Columbia Graphophone Company 
once the validity of its patents had been 
established, granted licenses thereunder 
to other manufacturers. Without these 
license grants, it is stated that the other 
companies in the field today could not 
have operated. Under the circumstances, 
it does not seem exhorbitant, to say the 
least, that the Columbia Graphophone 
Company should carry “patents” on its 
balance sheet at $500,000. 


Growth of the Company 
In recent years the growth of the 
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coating of plumbago in order to get a 
conducting surface and then electroplat- 
ing on this surface to produce the 
“matrix” or metallic copy of the record. 

These two patents were issued in 1886. 
They were acquired by the Graphophone 
company and were developed and ex- 
ploited by it. In other words, the pres- 
ent Columbia Graphophone Company 
owns the fundamental patents for the 
talking machine. 

In addition to these basic patents, the 
Columbia Graphophone Company has 
numerous other patents covering other 
important features in talking machine 
construction. Two of the most important 
cover the “spring motor graphophone,” 
based on discoveries of Thomas Hood 
Macdonald (for sixteen years factory 
manager of the graphophone company) 
and the “Graphophone Grand” patent. The 
first of these inventions provided the 
principle upon which every spring motor, 
talking machine in use today is mod- 
eled. The second, which disclosed that a 


Graphophone Company has been nothing 
short of spectacular, rivaling the growth 
of any other American industry. 

The manufacture and marketing of ma- 
chines and records was begun by the com- 
pany in 1887 in a tiny factory in Bridge- 
port, Conn. During the years of 
pioneering, the company’s output of ma- 
chines amounted to 3 and sometimes 4 
machines a day. Once, through a super- 
human effort, the infant company man- 
aged to get out 5 machines inside of 24 
hours; but that involved having the com- 
pany’s entire force work all night and 
couldn’t be kept up as a regular thing. 

The company’s Bridgeport plant of to- 
day, instead of being odd space in a small 
building, covers two city squares and em- 
ploys more than 7,000 men. Its capacity 
has risen to 4,000 machines a day (com- 
pare that with the original output of 4 
machines a day), and it has an annual 
capacity production of records running 
well into the millions, 
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In addition to the Bridgeport plant, Co- 
lumbia Graphophone has plants at Lon- 
don, England, and Toronto, Canada. 
The Toronto plant occupies more than 12 
acres of ground and consists of 8 large 
permanent buildings and 3 smaller frame 
buildings, together with railroad sidings 
running directly into the largest 
structure. 

Judging purely from the comparatively 
poor demand that prevailed for talking 
machines in the early days of their manu- 
facture, one might imagine that the three 
plants Columbia now owns might be 
enough to fill its requirements. On the 
contrary, the company is still unable to 
come anywheres near to meeting its mar- 
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THE ORIGINAL MODEL 
The first talking machine mounted upon 


the top of a sewing machine, and operated 
by the treadle 


ket. The cry from the top of the or- 
ganization to the bottom is, “More pro- 
duction,” and there is only one course to 
follow—to further increase capacity. 

Late in 1919 it was announced that Co- 
lumbia Graphophone had undertaken the 
erection of another plant, this one to be 
in East Baltimore. It will be the largest 
plant in the company’s string, and is ex- 
pected to cost in the neighborhood of 
$5,000,000. The site covers an area of 115 
acres, and will have an outlet through 
the Pennsylvania and B. & O. roads. 

In addition to the construction now 
going on at Baltimore, it is the present 
intention of the management to erect two 
other plants in the Middle West. 

The Baltimore and Toronto plants will 
probably be in operation before next fall; 
the other new plants will be under way 
just as soon as suitable locations can be 
found. And when the whole construction 
programme is finished, the Columbia 
Company will stand head and shoulders 
above any other talking-machine pro- 
ducer in the world. 


What Columbia Produces 


There is a picture attached to this story 
showing the first machine produced by the 
present Columbia Graphophone Com- 
pany. One look at it and we hark back 
to the days when we used to listen, in 
a half-awed, half-amused, sort of way at 
squeaky, unintelligible sounds that used 
to emerge from a clumsy tin horn 
mounted on a frame and connected with 
a cylindrical record. It reminds us of 
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another similar product, on the market 
about the same time and employing the 
services of a gentleman equipped with 
brass lungs, who used to warn us of what 
was to come with the announcement: 
“The Flowers That Bloom in the Spring, 
Tra-la, sung by Miss Pansy, Edison 
Reco-o-ord!” 

There is another picture showing Co- 
lumbia’s latest “Grafonola—a” perfectly 
contoured creation modeled exactly on 
the lines of a baby-grand piano, and 
equipped with the latest inventions in 
sound-reproduction. Compare the two 
pictures and you have a better description 
than we could ever put into words of 
what Columbia used to produce and what 
the company produces today. From “type 
A” Grafonolas, costing $20, to Period De- 
sign instruments costing as high as 
twenty-one hundred ($2,100), the Colum- 
bia company has instruments on the mar- 
ket appealing to every class of music 
lover. 

In addition to the manufacture of talk- 
ing machines, Columbia also does a very 
large business in the manufacture of “Dic- 
taphones.” This little instrument, unknown 
a few years ago, has now firmly estab- 
lished itself as one of the most important 
labor-saving devices of the modern busi- 
ness office. Among the thousands of 
users of the Dictaphone may be men- 
tioned the principal railroad systems of 
the United States and Canada, the great 
steamship and navigation companies, the 
Transcontinental Express Companies, the 
giant industrial corporations of the coun- 
try, newspapers, universities, etc., etc. 

A new departure in Columbia’s organi- 
zation, and one which is expected to pro- 
duce results comparable with those of the 
Graphophone, Grafonola and Dictaphone, 
is the Personal Record department. This 
service is for the use of all wishing to 
make personal records. At first thought, 
the commercial possibilities of this de- 
partment may seem small; when, on the 
other hand, the number of occasions in 
which the recording of speeches, songs, 
sermons, addresses, and so on, would be 
desirable is considered, it becomes evi- 
dent that this Personal Record service 
may eventually prove one of Columbia’s 
important business getters. 


Labor Troubles and a Solution 


In the period of industrial unrest and 
of strikes fomented by foreign agitators 
which this country only recently passed 
through the Columbia Graphophone Com- 
pany was one of our first corporations to 
take a determined stand. Quite properly, 
its ultimate victory over the forces of 
disorganization was one of the most pro- 
nounced. 

Along about the month of July last 
year, a group of trouble-makers, whose 
names were more than likely mounted on 
“ski’s,” succeeded in undermining the 
morale of the employees at the Columbia 
plant at Bridgeport. Demands of the 
most exaggerated type were made of the 
management, accompanied by threats of a 
strike if the demands were not met. 

The Columbia people knew two things 
about the trouble when it started; first, 
they knew that their own “steady” men 
were not sincerely in favor of striking; 
and, secondly, they knew that these same 


men were well paid, and had no just 
grounds for the stand they were being 
forced into taking. Other companies, 
similarly affected, knew the same things; 
but other companies gave in. Columbia, 
on the contrary not only refused to give 
in but announced that it would close up 
the Bridgeport works and move some- 
where where the air was freer if the 
foreigners’ demands were pushed. The 
foreigners’ demands were pushed; and 
‘Columbia, true to its words, closed up. As 
a result some 7,000 workers were thrown 
out of employment through their own 
misjudgment, and anywheres from 20,000 
to 25,000 persons, whose chief support de- 
pended upon operations at the Bridgeport 
plant, were stranded with no visible 
means of income. 

The city of Bridgeport was almost 
paralyzed with amazement and fright. 
The fathers had visions of a pay-roll of 
something like $1,000,000 a month vanish- 
ing away. About the worst catastrophe 
that could happen to a municipality—the 
loss of a big industry—was happening to 
theirs. 

To make a long story short, the Mayor, 
Chamber of Commerce, representatives of 
the workmen (perhaps some of the now 
badly frightened “reds” themselves) 
came to the Columbia company and 
begged it to reconsider. The manage- 
ment said it would not reconsider—either 
the men went back to work or Columbia 
moved. 














THE COLUMBIAN DE LUXE 
Picturing the “Grand Grafonola,” the last 


word in instruments of music 


The men went back to work; and, with- 
in a few weeks the big Bridgeport plant 
was operating again full blast. 

As a result of the firm stand it took ° 
in the Bridgeport strike, the Columbia 
Graphophone Company can now look out 
upon any uncertainties in the labor situa- 
tion with comparative calm. Its em- 
ployees are receiving excellent wages, 
every possible means of safe-guarding 
their health and improving their living 
conditions has been adopted, secret bal- 
lotting systems to give individual em- 
Ployees the opportunity of expressing 
their true desires without endangering 
their lives are in force. Altogether, it 
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looks as though the Columbia Grapho- 
phone Company was further ahead in this 
labor question than almost any other cor- 
poration in the country. 


The Future Promises Much 

The future of the Columbia Grapho- 
phone Company promises much. Earn- 
ings of the company in 1919 are expected 
to largely exceed $4 a share, and there is 
every reason to believe that the current 
year will produce far better results. The 
“talking-machine” industry, although much 
further advanced, than it was ten years 
ago, is still considered to be in its in- 
fancy, and there are many markets 
where sales can be pushed when output 
makes that desirable. 

The company has added a new market 
for its products in the public school sys- 
tems of the United States. New York 
City schools are already installing Co- 
lumbia machines for instruction, as well 
aS amusement purposes, and the use of 
the talking machine as an educational 
agency is advancing rapidly elsewhere. 
The export market has scarcely been 
scratched as yet; it will be taken up when 
the time comes, and is bound to provide 
a large new source of revenue. 

Management of the company continues 
practically unchanged so far as executive 
work is concerned. Although Edward D. 
Easton—the man who built up the in- 
dustry and did more for it, perhaps, than 
any one other man—is no longer living, 
the efficient organization with which he 
surrounded himself is entirely capable of 
“carrying on.” The late Mr. Easton’s 
successor, Mr. F. S. Whitten, is regarded 
by his associates with the greatest ad- 
miration and respect. Formerly vice- 
president of the banking firm of Laird & 
Co., Wilmington, Del. Mr. Whitten 
brings to Columbia a wealth of experi- 
ence and ability which make him a worthy 
successor-in-office to Mr. Easton. 

It should be remembered that the cur- 
rent price for Columbia shares represents 
one-tenth that of the old American 
Graphophone stock. 

Allowance must also be made for the 
fact that the new issue is not yet very 
widely held, and is therefore liable to 
comparatively wide market fluctuations. 
At the same time, the large amounts of 
stock held by the DuPont family and 
other wealthy investors are out of the 
market for good, and the time does not 
seem far distant when Columbia Grapho- 
phone shares will be generally regarded 
as a safe investment. 

Dividends on the common stock are 
now being paid at the rate of 25 cents 
a share quarterly in cash and one- 
twentieth of a share quarterly in stock. 
The buyer of 100 shares of Columbia 
Graphophone at the recent average price 
of 50 would therefore receive in one year 
cash dividends amounting to $100 in ad- 
dition to 20 new shares of common stock. 
Still valueing the stock at 50, his return 
would, in all, total $1,100. On the origi- 
nal fnvestment of $5,000, the investor, 
therefore, receives a yield of 22%, which, 
in the light of the great future ahead of 
Columbia Graphophone, is certainly a re- 
markably high yield. 

It can be stated on high authority that 
the company intends to continue its cur- 
rent dividend disbursements. 
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Soft Drink Stocks 


“Kickless” Beverages Which Tickle the Palates of the Thirsty 


OW that prohibition is an actual, ac- 
complished fact, and our old-time 
friend J. B. has gulped his last gulp, 

gasped his last gasp and gurgled his last 
gurg, to be buried deep, with slight hope 
of a resurrection morn, the thoughts of 
the thirsty turn from the erstwhile foam- 
ing beaker of Gambrinus and the tempt- 
ing, tinkling highball, to those thirst 
quenchers that cheer but do not inebriate 
—those mild and inoffensive beverages 
without a kick, and by the imbibing of 
which the imbiber does not awaken on 
the morning after feeling like a fiery fur- 
nace and with a head like a bushel basket. 
Indulgence in these innocuous liquids has 
no tendency to make one see purple ele- 
phants ‘with yellow side-whiskers, climb- 
ing telegraph poles, searching for nuts to 
lay away for winter use, or to escape 
being bitten by pink-eyed dragons with 
waving peacock tails. 

There are many of these drinks on the 
market—most of them harmless; some of 
them not so harmless—a few of them 
palatable, nourishing, healthful and re- 
freshing. Some of these temperance 
drinks have, by their really refreshing 
and’ invigorating qualities, gained nation- 
wide fame and deserved popularity, and 
have made large fortunes for their man- 
ufacturers. 

Coca Cola 

Perhaps the oldest, and by far the best- 
known of the soft beverages, which may 
be obtained at almost any sodawater 
fountain in the country, is Coca Cola. 
The history of Coca Cola reads like a 
romance. It was a success from the 
time it was first manufactured, in a very 
small plant in Atlanta, Ga., in the late 
80s. The writer of this article was 
located in Atlanta at the time, and be- 
came one of the original devotees of the 
drink. Its fame, however, was of a 
purely local character, and for some time 
its very name was unknown outside of 
Atlanta. 

It was not long, though, before Coca 
Cola became a household word, as well 
as a nation-wide drink, and, whenever 
folks “saw an arrow, they thought of 
Coca Cola,” to use an old trade slogan of 
the company. 

The Coca Cola Company of Georgia 
was organized in 1892, although the bev- 
erage had been manufactured for four or 
five years previously by a private firm. 
There wert but three or four thousand 
dollars invested in the original plant. 
Some idea of the growth of the business 
may be gained by the following figures: 
In 1886, when, the drink was first man- 
ufactured, 25 gallons were sold to local 
dealers in Atlanta. In 1893, the first year 
of incorporation, 19,831 gallons were 
made, and in the first nine months of 
1919 the output totaled 14,844,780 gallons 
of syrup. 

Popular, however, as the drink had be- 
come, it was not without its detractors, 
and at one time in a Southern State the 
opposition to it became so violent that 
a member of the Legislature was induced 
by some of his constituents to introduce 


a bill in the State Legislature, prohibiting 
its sale within the borders of the com- 
monwealth on the ground that the drink 
was a dangerous drug. The bill, however, 
died aborning, and the very opposition 
seems to have added impetus to the sale 
of Coca Cola. The coming summer—the 
first of nation-wide prohibition—bids fair 
to see the demand for this drink more 
than doubled, and in anticipation of this, 
the new Coca Cola Company, which has 
recently been organized, and whose stock 
is listed on the New York Stock Ex- 
change, has nearing completion three 
additional factories, which will increase 
its capacity at least 40 per cent. 


Grape Juice 

Another beverage which for a number 
of years has bid for popular favor, is 
grape juice, a number of brands of which 
have been placed on the market and have 
obtained more or less popularity. The 
pioneer in this field was the Welch fam- 
ily, of Westfield, N. Y., who began the 
manufacture of unfermented grape juice 
as long ago as 1869, although it was not 
until 1903 that the Welch Grape Juice 
Company was incorporated and the drink 
was widely advertised. Since then a 
nation-wide campaign of advertising has 
been followed which has resulted in in- 
creased sales annually. 

The drink itself is an ideal one, full 
of health-giving and blood-building qual- 
ities, and it is probable that the “long 
dry spell” which lies before us will tax 
the company to its full capacity to supply 
the thirsty with its product. The company 
owns and operates plants in Westfield, 
N. Y., North East, Pa, and Lawton, 
Mich. 

In addition to grape juice, the company, 
about a year ago, began the manufacture 
of a new product called “Grapelade,” 
which has had a good sale. 

Another product of the grape, which 
has met with much success since its in- 
troduction, a little over two years ago, 
and which will undoubtedly share in the 
general prosperity of the “kickless” drinks 
in the days to come, is Grape Ola. This 
palatable drink was formerly manufac- 
tured at Vineland, N. J., but early in 
1919 the company purchased the plant of 
a large wine manufacturer at Fredonia, 
N. Y., from which place their product is 
now manufactured. Much new equip- 
ment has been added to the plant, in- 
cluding a bottling plant, with a capacity 
of 50,000 bottles daily, which will be de- 
voted exclusively to the bottling of Grape 
Ola ginger ale, one of the special bever- 
ages of the company. Officers of the 
company estimate that their sales will 
reach over $1,500,000 in 1920. 


Delatour Beverages 

The Delatour Beverage Corporation, 
which was organized in 1919, and took 
over the business of a private New York 
City concern, have expanded their busi- 
ness during the winter preparing for the 
coming summer months, and in anticipa- 
tion of a largely increased demand for 
their products, which include ginger ale, 
































































grape juice, non-intoxicating liquors, non- 
alcoholic champagne, sarsaparilla and 
soda waters. The profits of the old con- 
cern, which had but a limited capital, 
showed an average of $50,000 annually, 
and with the vastly increased facilities 
and the enormous demand for soft drinks 
which is bound to come, the corporation 
looks forward to an era of great pros- 
perity. 
Summing It Up 

To sum up the situation in the “kick- 
less” drink industry, never before in the 
history of the world has the outlook been 
so bright. With the country absolutely 
bone-dry, so far as alcohol is concerned, 
and the great American thirst growing 
greater each day; with the absolute fail- 
ure of “near-beer” to satisfy that thirst, 
and the general purity and wholesomeness 
of the beverages offered the parched 
public, there is little reason to doubt that 
the manufacturers of these soft drinks 
will reap a harvest of dollars never before 
known in that line of business. 

Except for Coca-Cola, few figures are 


available on these companies. As a pre- 
liminary to the distribution of its stock, 
Cola-Cola of Delaware acquired the 
assets of Coca-Cola of Georgia. The new 
company issued 500,000 shares of common 
stock (no par) into a five-year voting 
trust, which has issued its certificates in 
lieu of the shares. The company has also 
$10,000,000 of 7% preferred stock. 


Net earnings before Federal taxes of 
Coca-Cola of Georgia have been: 


2,572,105 
2,672,895 
3,606,873 


Net sales of Coca-Cola of Georgia have 
been: 


Dec. 31, 1914 


On the basis of the first nine months of 
1919, the company estimates earnings for 
the full year at the rate of $9 a share on 
the common stock. 

While the management has been very 
successful and the growth of the business. 
phenomenal, the company has been capi- 
talized on the assumption that prosperity 
at the peak is likely to continue indefi- 
nitely. Prohibition found Coca-Cola in a 
position to take the highest advantage on 
a sudden withdrawal of intoxicating bev- 
erages, while the manufacturers of intox- 
icants have not had time to convert their 
plants to meet the new conditions. In 
other words, the company had a clear 
field, albeit temporarily clear. What 
severe competition might do to Coca-Cola 
is an undetermined factor. But the past 
success of the company makes the shares 
interesting to watch, especially after they 
become better digested. 


Which Is the Best Motor Stock? 


Rapid Expansion of Capitalization—Their Record of Earnings—Comments on Leading Com- 
panies—Asset Values—The Author’s Choice 


T° speak of a “cheap” motor stock is 
perhaps to speak relatively rather 
than absolutely, but in a group of stocks 
which represent an industry of the im- 
portance and size of the motor industry 
it quite naturally follows that some of 
those stocks have greater relative value, 
are more stable, and are fundamentally 
of larger worth than others in the same 
class. The record of the automobile in- 
dustry during the past year is too well 
known to warrant detailed comment here. 
The growth in the number of motor 
vehicles in use has been one of the 
“seven wonders” of the present period 
of making and spending. It used to be 
popular to discuss the saturation point 
in automobile production. As each satu- 
ration point was reached, and passed— 
another top was figured—and _ subse- 
quently passed. 

As of December 31, 1919, it is estimated 
that there were 7,600,000 passenger and 
commercial vehicles registered, which 
represented an increase of 22% over the 
total for the year previous, and double 
the registration of 1916. The present 
number of automobiles averages one for 
every 14 persons in the United States. 
Iowa has the greatest density of motors 
owned, having one for every 6.2 persons. 
The optimists figure that if this density 
were applied to the whole country there 
would be 17,500,000 cars in use. Inci- 
dentally, such a total would mean more 
than a 100% increase in the present num- 
ber. 

In addition to the domestic market for 
American-made cars, there is the foreign 
market to be considered. This has 
showed substantial growth during the 
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past four years, but it is perhaps too early 
to determine how much of this business 
will be held permanently. European mo- 
tor factories were early diverted to war 
business, and have not yet regained their 
normal production stride. The American 
maker has had the markets of the world 
pretty much to himself, but eventually 
must meet keen competition, although it 
is true that foreign manufacturers have 
not gone in for the production of the 
cheaper-priced cars, a field in which 
America stands pre-eminent, and is likely 
to remain so. 

In 1914, the year of the outbreak of the 
war, the total output of cars, passenger 
and commercial, was 573,000. In 1917, 
the production was about 1,800,000 cars. 
With the entrance of the United States 
into the war, our factories were imme- 
diately turned over to the Government 
for the production of war materials of 
every conceivable kind, and naturally car 
output, especially pleasure cars, was soon 
restricted, and at a minimum. The mo- 
tor plants served admirably for the mak- 
ing of munitions and other necessary sup- 
plies. 

The signing of the armistice found the 
motor makers in almost an ideal posi- 
tion. Production of pleasure cars had 
been under severe restrictions, but the 
country had emerged financially intact, 
individual purses were distended, and the 
public apparently was fairly itching to 
buy automobiles. There was no question 
of whether it would be possible to sell 
pleasure cars, rather it was a problem 
of speeding up production to a point 
where demand would be at least half sat- 
isfied. Generally speaking, the motor 


factories did not get into their real 
strides until the end of the spring of 
1919, and the opinion may be ventured 
here that the twelve months from June, 
1919, to June, 1920, will perhaps repre- 
sent the period of peak production. 

It might be unsafe to predict that the 
motor boom is at or nearing its peak. 
Good opinion says the industry will be 
employed at capacity, at least through 
the first half of 1920. Of course a large 
part of the growth has been natural and 
founded upon quite practical necessity, 
but on top of this progress has been a 
boom, and often the difference between 
booms and normal development means 
a substantial change in earnings. A re- 
duction of 10 or 15% in output and sales 
might indicate this difference, but it is 
foolish to think of the motor industry 
as anything but one of the big factors 
in the industrial life of the country. 

In a consideration of the relative at- 
tractions of the various motor shares, the 
precaution must be observed of realizing 
that this is a time when automobile 
makers are predominant in a sellers’ mar- 
ket, and where the buyer is the initiator 
of business. Such a condition cannot be 
expected to last forever, but until the 
purchasing power of the public is curbed 
the outlook will continue of the best. The 
automobile is enough of a necessity, and 
this applies to passenger as well as com- 
mercial vehicles, to assure a substantial 
amount of stability to the business, but 
it is not the automobile as a necessity 
that makes booms. 

Capital Expansion 

It would be impossible, even if space 

permitted, to measure up the relative 
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merits of all of the automobile companies 
in the country, but there are enough con- 
cerns whose shares command an active 
and interested market to suffice for a 
worth-while grouping and comparison. 
A larger number of persons than ever 
are interested in the welfare of the in- 
dustry as stockholders in the many com- 
panies. In fact one of the features which 
stands out prominently is the capital ex- 
pansion of the motor companies during 
the past two years or so, expansion to 
meet the rising tide of business, and to 
provide funds for additional capital. 

But there has been another kind of 
expansion, namely, the increase in the 
number of units of partnership, accom- 
plished by splitting up shares, and re- 
ducing par values, without adding to 
capital obligations in the total. Share 
capitalization, as represented by dollars, 
is not enlarged by this procedure, but the 
floating supply of stock is generally in- 
creased. Also the market price per share 
is decreased, and stock placed within 
easier reach of the average trader or in- 
vestor. 

General Motors, it is almost unneces- 
sary to state, is the conspicuous example 
of expansion. In breadth and scope of 
activities this company stands head and 
shoulders above any other company. It 
controls the manufacture of some 12 or 
13 different pleasure cars and trucks, the 
former ranging from the higher-priced 
Cadillac through to the medium-priced 
Buick, down to the lower-priced Chevro- 
let. In addition, General Motors owns 
the United Motors Co., the largest mo- 
tors accessory company in the country 
and one which has been steadily develop- 
ing earning power during the last two 
years. In 1916, General Motors was do- 
ing a gross business of $157,000,000, and 
sold about 132,000 vehicles. Gross busi- 
ness for 1919 is estimated at over $500,- 
00,000, and the output of vehicles is 
placed at approximately 470,000. Natu- 
rally such an expansion of business ne- 
cessitated rapid adjustment of capital. 
Whereas in 1914 total capital obligations 
were only $39,338,983, four years later 
capital stood at $196,226,200, and $13,000,- 
000 were paid in dividends, while four 
years previous the dividend account was 
something over $1,000,000. As of Sep- 
tember 30, 1919, total stock in the hands 
of the public was $226,733,200. 

Now General Motors is undergoing a 
further readjustment and expansion of 
capital, and when it is finished there will 
be between 14,000,000 and 15,000,000 
shares of common stock out with no par 
value, in place of the present amount of 
common stock of $148,015,200, with shares 
having the par value of $100, in addition 
to the preferred stocks. Specific mention 
is made of General Motors because the 
scope and activities of the company are 
so far ahead of the other motor concerns 
that comparison is rather difficult and 
likely to be not on even ground. 

Probably the easiest way to demon- 
strate the expansion of capital of the 
leading companies is to present the 
«changes in condensed table form. A 
short study of the tables will indicate 
those companies which have expanded to 
the greatest extent, and also illustrate 
what has occurred through the splitting 
up of the common shares and thus in- 
creasing the number of such shares out- 
standing in the hands of the public. 
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It will be noticed that Chandler has 
changed 70,000 shares of $100 par value 
into 210,000 shares without par, and Pack- 
ard has reduced the par value of its com- 
mon stock from $100 to $10, thereby in- 
creasing ten times the number of shares 
out. Also, in the past five years Packard 
has more than doubled the total of its 
capitalization measured in dollars. Stude- 
baker has increased almost 40%, while 
Willys-Overland’s increase has been over 
150%. 





Maxwell Chalmers 

DN the cakeiiue’  edanban’ $3,150,000 

Preferred stocks. 23,260,804 4,400,000 

Common ........ 12,805,158 sh’s*400,000 
, aes 36,065,962 * No. par. 


Masxwell-Chalmers Consolidated Proposed 
Capitalization 








TABLE I*CAPITAL EXPANSION 
General Motors 
July 31, 1914 Sept. 30, 1919 


OE eee DE <nechades 
Preferred ....... 14,985,200 $78,718,000 
Common ........ 16,501,783 148,015,200 





$39,338,983 $226,733,200 


If all the present 6% preferred and 
the 6% debenture stocks subscribed for 
new 7% debenture stock, which is un- 
likely, the company would have $157,240,- 
800 7% debenture stock out. Common 
stock will consist of 14,801,520 shares 
without par value. 7 


Pierce-Arrow 
Dec.,1916 At Present 
ee $1,250,000 
Preferred ....... $10,000,000 $10,000,000 
Common, ‘shares. *250,000 *250,000 





*Shares—no par. 


Willys-Overland 
Dec.,1914 At Present 























Preferred ....... $4,721,000 $24,383,500 

Common ......-- 20,000,000 39,428,087 

a $24,721,000 $63,811,587 

Stutz 
June,1916 At Present 
Stock, shares .... *75,000 *100,000 
* No par. 
Saxon 
June,1916 At Present 
ae Pai $1,250,000 
Shares 

Common ........ *$6,000,000 **180,000 
* $100 par. 
** No par. 

Studebaker 

Dec.,1914 At Present 

Preferred ....... $12,180,000 $10,665,000 

Common ........ 27,931,600 45,000,000 

OS ee $40,111,600 $55,665,000 

Packard 

Aug.,1914 At Present 

Preferred ....... $5,000,000 $15,500,000 

Common ........ *7,065,300 **11,840,930 

Bees woke $12,065,300 $27,340,930 
*$100 par. 
** $10 par. 

Chandler 

Nov.,1915 At Present 

Common ....... *$7,000,000 sh’s**210,000 
* $100 par. 
** No par. 








 eteaedes’ $10,000,000 =... 
Preferred ....... ree 
Common, shares.. a 8386“ Sakveuda 
*No par 
Hupp 
June 30, June 30, 
1916 1919 
Preferred ....... $1,062,500 $1,309,900 
rr 5,192,100 5,192,100 
i $6,254,600 $6,502,000 








In the group there are three companies 
whose records are such as to warrant the 
statement that to date they have been 
relative failures, insofar as results to 
shareholders are concerned. They are 
Maxwell, Chalmers and Saxon. Two or 
three years ago, Maxwell looked like a 
highly prosperous concern, with earnings 
of most respectable size, but the slump 
was sudden and sensational, and has 
never been fully explained. Chalmers 
and Saxon had two years of compara- 
tively good results, but the war period 
instead of bringing them good business 
had the opposite effect, and in 1917 the 
Chalmers plant was leased to Maxwell. 
Saxon was in the hands of a creditors’ 
committee for two years or more, but 
lately has been reorganized and is now 
striving to win back a place in the esti- 
mation of investors. 

The record of Stufz is worth noting 
carefully. Originally capitalized with 75,- 
000 shares of no par, it was not until late 
in 1919 that capital was expanded, and 
then 25,000 additional shares were sold. 
Even now the 100,000 shares are rather 
closely held, and the company has not 
attempted to capitalize fully its growing 
prosperity. If the motor boom continues, 
it is possible that the company may do 
something along these lines, although 
there have been no official suggestions 
of any such move. 

For the sake of comparison, if all 
shares, unless otherwise specified, are 
taken at $100 par, a comparison would 
show a capital expansion of something 
like 140% in the past few years with 
respect to the companies under discus- 
sion, 

There is no intention of criticising the 
motor managements for expanding their 
obligations. It had to be done. At the 
same time the thought arises that when 
the business boom ends, those companies 
with tight and compact capital structures 
will perhaps be able to make the rela- 
tively better returns to their shareholders. 

On the basis of current business the 
capitalization of the motor companies does 
not indicate top-heavy capital obligations. 
If, however, a decline in business. comes, 
a test will ensue which has not yet been 
endured, arid there is no precedent to 
guide in estimating how the various com- 
panies will fare. The motor industry 
has relatively little financial history. 

The readjustment which is taking place 
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in Maxwell and Chalmers means practi- 
cally a new deal for these companies. 
They are to be consolidated into one 
company, but the committee of readjust- 
ment has not sufficient stock in hand to 
warrant an announcement of a consum- 
mation of the plan. In passing, it may 
be mentioned that upon the success of 
the merger depends the willingness of 
bankers to loan the new company some 
much-needed working capital. 

Among the _ cheaper-priced motors 
shares, Hupp looks to be a likely pros- 
pect, but the history of the company is 
too scant, and its development too re- 
cent to admit of a definite rating. 

In the consideration of capital expan- 
sion, and its possibilities, Stutz stands 
well to the fore. 








TABLE II—EARNINGS RECORDS 
General Motors 
Net Earned Divs. 
Profits onCom. Paid 
$168 $25 
34.2 10 
875 12 


Oper. Earned Divs. 

Income onCom. Paid 
$41.20 7% 
42.71 6 
41.16 13 


Chandler 
Net 
Income 
$1,716,166 
2,382,403 
2,194,618 
5,652,255 
Stadebaker 
Oper. 
Income 
$8,520,727 
3,799,299 
4,179,859 


Stutz 
Net 
Income 


Earned Divs. 

on Stock Paid 

$24.5 7 
34, 13 
31.3 12 
26.9 6 


Earned Divs. 

on Stock Paid 

$26.1 10 
9.1 7 
10.3 4 


Earned Divs. 
on Stock Paid 

$7.92 $1.25 
14.33 5.0 
7.92 5.0 


Willys-Overland 
Net Earned 
Income onCom. 


Pierce-Arrow 
Net Earned 
Income onCom. 
$4,070,259 $13.08 
3,598,748 11.19 
2,765,741 7.86 


Maswell Motors 
Net Earned 
Income onCom. 
- $5,368,546 $29.62 
2,158,835 4.67 


Divs. 
Paid 
$2.50 

5.00 


Divs. 
Paid. 
$2.50 

7.50 


“a period of big earnings. 


Chalmers 


Leased to Maxwell in Sept., 1917. 
Earnings Record incomplete. 


Hupp 
Net 
Profits 
$179,925 
745,138 1.43 
456,572 0i87 


Saxon (old company) 
Net Earned Divs. 
Income onStock Paid 


Earned Divs. 
on Com: Paid 
me iss. 


June 30 


$1,316,273 $21.9 Sees 
11.0 $5 


663,768 








The Earnings Record 


Earnings of the motor companies have 
taken some rapid jumps back and forth 
during the past four years; 1915 and 1916 
were good years, and business was aided 
by war contracts from the other side, by 
growing prosperity of this country, and 
by the fact that the industry itself apart 
from outside influences was beginning to 
find its real place in the industrial fabric 
of the country. A slowing up became evi- 
dent when the United States entered the 
war, and 1918 was a year of moderate 
success. Returns for 1919 are not fully 
in, but enough is known to indicate plain- 
ly and unmistakably that it was generally 
Prices were 
advanced enough to offset higher mate- 
rials and labor costs, and the quantity 
of production meant a margin of profit 
satisfactory to the managements and to 
shareholders. 

Earnings records of the various com- 
panies, which are needed to picture their 
positions, are best given in the form of 
tables. Gross business done is not uni- 
formly made public by all of the com- 
panies, so that the tables show net operat- 
ing profits, where those figures are avail- 
able, the amounts earned on the common 
stocks in dollars per share, and similar 
figures for dividends paid. 


Packard 


Earnings of the Packard are about as 
consistent as those of any of the com- 
panies, and the company has in the past 
distributed generous stock dividends. The 
present dividend rate is 10%, or $1 a year, 
on the shares of $10 par. The increase 
in Packard’s capital suggests that unless 
very good earnings continue, shareholders 
will take their benefits from operations 
in regular dividends, and that there will 
be less inclination on the part of the man- 
agement to make large extra payments, 
either in cash or stock. Packard sells 
one of the higher-priced cars, but produc- 
tion in one year was over 9,000. During 
the past few years the company has 
found a substantial revenue in the pro- 
duction of motor truck chassis, and air- 
plane engines. Production of passenger 
cars after the war was not resumed until 
April, 1919, and it is unlikely total pro- 
duction was up to previous high figures. 


General Motors 

On account of the rapid changes in 
the capitalization of General Motors, a 
comparison of earnings does not mean 
as much as it would ordinarily. After 
earning $34 a share on $76,873,000 com- 
mon in 1917, the corporation. returned 
$8.75 on $147,379,900 stock the next year, 


but in 1919 it is estimated that earnings 
on the common stock were somewhere 
near $40 a share on $148,000,000 stock, 
after all deductions, which would mean 
about $4 a share on the shares of no par 
value. The average trader or investor 
is not interested in the General Motors’ 
$100 par common stock. It is too “lux- 
urious” for ordinary blood, and its move- 
ments are too violent to be conducive to 
mental comfort.. The new common with- 
out par is selling on the New York Curb 
on a “when issued” basis, although the 
actual exchange of shares on a 10 for 1 
basis will not be made until early in May. 
If this stock has an earning power of 
around $ a share, it is not too high by 
any means in the neighborhood of 30. 
But there will be over 14,000,000 shares 
outstanding, and one argument used 
against General Motors is that its rapid 
and constantly growing need for funds 
may vitiate its fundamental resources be- 
fore tangible equities can be built up to 
a conservatively safe total. 


Stutz 


There is nothing sensational about Stutz 
earnings, but they have been comfortable 
and realized on limited production. It 
is estimated that the company earned in 
1919, after taxes, $11 a share or better 
on the $100,000 shares now out. 


Studebaker 


Studebaker’s earnings have not shown 
stability, at least so far as results from 
the sale of cars is concerned. The com- 
pany did a big war contract business 
which brought excellent returns in 1915 
and 1916. According to official announce- 


- ment, 1919 was quite the best year in the 


company’s history, and earnings on $45,- 
000,000 common stock are placed at $20 
a share. 


Chandler 


Chandler’s record has made comfort- 
able reading. Earnings for 1919 were 
equal to nearly $27 a share figured on 
210,000 shares of stock, which would 
mean $71 on the old capital of 70,000 
shares. 


Pierce Arrow 


Disappointing is probably the word for | 
the showing of Pierce Arrow for 1919. 
The company may have earned $6 a share 
on the common, but little more. It has 
been said that sales of pleasure cars took 
ecare of the 8% dividends on the $10,- 
000,000 preferred, while results to com- 
mon stockholders depended upon the mo- 
tor truck business, which incidentally 
was far from being at boom heights last 
year. Pierce Arrow discontinued divi- 
dends on the common stock during 1919, 
which may be taken as an indication of 
what the management thought best for 
the company. 


Willys-Overland 
The returns of Willys have not been 
all that might have been hoped for. 
There are no estimates available for 1919, 
but for several months the company was 
tied up by labor troubles which will find 
its reflection in earnings returns, 


Hupp 


Hupp earned but 87 cents a share on 
the common stock for the year ended 
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June 30, 1919, but the company has in- 
augurated dividends at the rate of $1 a 
share yearly, and it is altogether likely, 
in fact practically certain, that revenues 
in the second half of 1919 were far bet- 
ter than in the first half. 


The Others 


Saxon has had no earnings record dur- 
ing the past year or so, and is starting 
anew. According to latest returns avail- 
able the Maxwell-Chalmers Co. combina- 
tion earned about $1 a share in the last 
fiscal year on ¢he common stock of the 
new company, as it will stand if the 
merger plan goes through. 

On the records, General Motors, Chand- 
ler, Packard, Studebaker and Stutz are 
the best earners. Of the five, General 
Motors sells all-priced cars, Packard pro- 
duces one of the higher-priced cars, and 
Chandler and Studebaker medium priced. 
Stutz, with a liméted production, sells a 
distinctive car, which appeals to the sport- 
ing driver rather than to the family jog- 
ger. But Stutz can make a nice living 
on a production of 3,000 or 4,000 cars, 
and if the company should get up to 
10,000 returns would be very satisfactory 
indeed. There have been reports that 
the company intend to expand plant ca- 
pacity, with a 10,000 car limit in view. 

Studebaker sold 38,000 cars in 1919, but 
back in 1916 the company turned out 
over 60,000. General Motors output in 
last year is placed at 470,000 cars, Chand- 
ler probably 15,000 to 20,000, which would 
be quite the best for that company. Fig- 
ures for Packard are not available, but 
the company did not resume passenger 
car production after the war until April, 
1919, and the manufacture of trucks plays 
a very important part in this company’s 
affairs. All of these companies, accord- 
ing to common report, plan to increase 
largely output during the current year, 
and it remains to be seen whether the 
market will take the output as readily 
and as eagerly all through the year as it 
did last year. 

Saxon and Maxwell-Chalmers might 
almost be regarded as “prospects,” elimi- 
nating their past records and looking to 
the future. Pierce Arrow must increase 
its truck business, and Willys-Overland 
stands in the middle ground, and its com- 
mon shares have yet to prove their right 
to be considered high grade in their class. 


Asset Values 


Asset values of the motor shares are 
rather lean as compared with other of 
the industrials. So many of the com- 
panies are of so recent standing, and their 
present capitalization is so new, that asset 
value must be taken with qualifications. 
Almost all of the companies carry a lib- 
eral good-will account, and there is justi- 
fication for this, but in the accompanying 
table, good-will, patents, etc., are deduct- 
ed before figuring results. Earning power 
has perhaps been capitalized somewhat 
freely, but in the history of American 
industry such procedure finds many prece- 
dents, particularly when any particular 
industry is in its childhood, and cértainly 
the manufacture of automobiles, while it 
has passed infancy, has not quite ma- 
tured. 

Another point to be regarded in con- 
nection with asset values, is the fact that 
additions to net worth through earnings 
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of last year are not included, and their 
inclusion will, of course, make some dif- 
ference. 

No one is buying the motor shares 
these days primarily for income return. 
As the writer sees it, there is little or 
ne wisdom in looking at the common 
shares of the motors from any investment 
angle. These stocks are speculative. 








TABLE III—ASSET VALUE OF COM- 
MON STOCKS PER SHARE 


General Motors, Dec. 31, 1918...... $103 
Pocerd, Aum. Sh, TSB. .ccccccccess 244 
Studebaker, Dec. 31, 1918.......... 95 
Chandler, Dec. 31, 1918......... ice oa 
Willys, Dec. 31, 1918............20. 33 
Pierce-Arrow, Dec. 31, 1918........ 33 
eS reer 17 
Saxon, June 30, 1918............... 5 
Hupp, June 30, 1919................ 6 
Maxwell, July 31, 1919............. None 
TABLE IIIA—HIGH PRICE OF 
STOCK 1916 

oe 135 
ee Ol mhS) 55 dann kesives te 260 
Renee * 167 
DT ciivesinsxtebadenwwdensen = 
SP av cenddeedhesndcteesce we 
EE ay ne eer ane ae 79% - 
PGRN cndscnccnvecasceacen a0 
| EEE aS one ee 76% 
SE ccnnawennenns aewetwhekae i 
DEE cindy cnnihmehdateesenanyends 83% 
LG a cile ke tangeeghnengded en 39% 
BE ka eebusweindccrdwssecnes - 00 








The preferred stocks of the several 
companies are for the most part well pro- 
tected by earnings, and this applies par- 
ticularly to the General Motors preferred 
shares, Packard 7% cumulative preferred. 
Studebaker 7% cumulative issues appears 


relatively well secured, and Willys-Over- 
land 7% preferred is a medium grade is- 
sue. 

The common shares are decidedly not 
on the “bargain counter,” and perhaps 
are not ready for long pull accumulation, 
by that meaning they are not at a level 
where purchase for indefinite retention is 
altogether advisable. The industry seems 
near the peak of its boom, and it is also 
fairly evident that the companies have 
gone some distance toward capitalizing 
their present prosperity. They have not 
been particularly extravagant in the dis- 
tribution of cash dividends, but have con- 
siderably expanded the units of profit par- 
ticipation, otherwise shares of stock. 

It may be admitted that the determina- 
tion of the “cheapest” motor stocks is 
largely a matter of opinion. The public 
in buying motor cars is somewhat fickle. 
Its tastes change, and the automobile 
owner in this country has not been edu- 
cated up to the point where he will con- 
sider the purchase of a car primarily 
from the standpoint of an investment for 
his funds. It is still more or less of a 
speculation with him. This attitude finds 
a reflection in earnings. 

All things considered, the opinion may 
be set forth that either Stutz or Chand- 
ler appears to be the most attractive of 
the motor issues. Neither company must 
turn out a great number of cars to make 
a fair living. Both are rather conserva- 
tively capitalized, and this without imply- 
ing that the other companies are neces- 
sarily overcapitalized. Their cars have 
an established clientele. Furthermore, the 
shares of these companies appear to be 
in strong hands. 

Chandler, judging from current earn- 
ings, still contains possibilities of extra 
dividends, and Stutz may capitalize its 
growing earning power in a way to re- 
sult in substantial benefits to sharehold- 
ers. Also, with a falling off in the de- 
mand for automobiles, and a slowing up 
in the industry, both concerns should be 
able to weather the period without dras- 
tic damage to the interests of sharehold- 
ers. 








TABLE IV—PRICE RANGE COMMON STOCKS 


1916 1917 1918 1919 
H. L. H. L. H. L. H. L. 
General Motors ...... 135 120 146 74% 164 106% 406% 118% 
PUNE idactibscnvcae 260 160 168 97% 125 82% 293 111% 
Studebaker ........... 167 100% 110% 33% 72% 33% 151 45% 
RE Wikawgeskhese a é 104% 56 109% 68% *367 103 
a - re wi Pe **1414% 90 
Ried paises entesss 79% 48% 53% 35% #«55 37 144% 42% 
Pierce-Arrow ......... «- ae 41% 25 51% 34 99 38% 
th cauchene seas 76% 34 38% 15 30 15% 40% 23% 
0 a = 61% 19% 42% 23% 6i 2634 
BL de dbsulcneceh sess 83% 68% 68 4% «618 4% 29 6% 
I oo adh 39% 33 7 2% 7 3 15% 4 
te SSR SE 5% 2% 5% 2% 15% 45% 





*Old Stock (par value $100) 
**New Stock (no par value) 
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Two Retail Dry Goods Combinations 


Their Profits Rise with Growing Demand—M ay Department Stores Plows in Profits Instead of 
Blowing Them In—Is Associated Dry Goods Overcapitalized? 


By JAMES GARRISON 


HE textile industry has been favored 
in 1919 in every branch from the 
cotton pickers to the distributors 

of the finished products as never before. 
High prices have prevailed, but neverthe- 
less, demand has continued to run 
abnormally high, with special preference 
for the better grades of goods. ‘The buy- 
ing power of the public has been enor- 
mously increased by the high general level 
of wages and salaries, and an increasing 
desire for luxuries appears to have been 
a part of current after-the-war psychol- 
ogy. Its effect upon dealers in textiles 
and allied goods has been an unprec- 
edented volume of goods sold at rising 
prices of inventories, with good margins 
of profit. 

The extent to which different hrms en- 
gaged in this industry wére able to take 
advantage of the unusual opportunities 
offered by trade conditions, depended on 
their preparations to this end by proper 
arrangement of their financial structure, 
provision of sufficient working capital to 
handle a large volume of business, ability 
to carry large inventories on a rising 
market, in addition to the ordinary 
factors to successful business management. 


Associated Dry Goods’ Record 

Current reports as to the doings of As- 
‘sociated Dry Goods during the past year 
agree on only one point, that earnings 
were the highest in the history of the 
company. Estimates of the amount earned 
on the common vary from $7 to $25 a 
share. It will be seen from tne accom- 
panying figures that the record of the 
company, as far as earnings on the com- 
mon go, had been nothing to boast about 
previously. 

The company had been organized in 
1916, as a consolidation of the Associated 
Merchants Co. and the United Dry Goods 
Co., neither of which had been a startling 
success as dry goods distributors. At 
the time of consolidation there were 8%% 
accrued dividends on the first preferred, 
93%4 accrued on the second preferred of 
the Associated Merchants Company, and 
10%4% accrued on the preferred stock of 
the United Dry Goods Co. These accruals 
were paid off by the offer of additional 
first and second preferred stock of the 
new company, as well as an exchange of 
new first and second preferred stocks for 
the old issues. The common stocks of 
the old companies were exchanged, par 
for par, for common stock of the new 
corporation. 

Seeing that the two companies which 
coalesced to form the Associated Dry 
“Goods Co. were unable to pay their pre- 
ferred dividends, and that accruals were 
paid off in new stock, while the old 
stocks were taken over at par or better, 
the question raises itself as to whether 
the capitalization of the new company 
represents 100% earning power. 


S48 


A consideration of the amounts earned 
per share of common stocks from 1916 
to 1918, inclusive (years of unusual pros- 
perity for the textile and retailing indus- 
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tries), show very small amounts, indicat- 
ing that for the type of business done by 
the firm, the financial structure shows too 
great a preponderance of preferred stock. 
A similar conclusion is reached by a 
study of the balance sheet. 

Against a total capitalization of $35,529,- 
200, the 1918 balance sheet showed $22,- 
315,562 of total assets, with no deduction 
for current liabilities. It is true that this 
company has not capitalized its good will 
or other intangible assets in its balance 
sheet, but as most of its assets are in the 
form of securities of subsidiary com- 
panies, this item may or may not have 
been included in the capitalization of the 
smaller concerns. 

The company owns the outstanding 
capital stock of James McCreery & Co., 
Hahne & Co., the William Hengerer Co., 
J. N. Adam & Co., Powers Mercantile 
Co., Stewart & Co., and the Stewart Dry 
Goods Co. In addition, it owns the 
Surety Coupon Co. and the Adrico Realty 
Corp., which owns and operates the Mc- 
Creery building in New York City. These 
concerns operate department stores in 
New York, Newark, N. J., Buffalo, Balti- 
more, Minneapolis and Louisville, 1n addi- 
tion to real estate and coupon premium 
interests, 

Associated Dry Goods also owns 
$2,202,200 out of an issue of $4,395,100 of 
Lord & Taylor preferred, and $2,420,700 
of the $3,000,000 of common. . It is also 
carrying $750,000 of Lord & Taylor’s 7% 
debentures, and $100,000 of the common 
stock of C, G. Gunther’s Sons, running a 
big store in New York City. 

Lord & Taylor has accrued dividends 
of about $500,000 on its preferred issues, 


so that eventually Associated Dry Goods 
is due for about $250,000 in accrued divi- 
dends as soon as Lord? & Taylor feels 
in a position to pay up arrears. The fact 
that Lord & Taylor has been running be- 
hind on preferred dividends for some two 
years makes the common, of which Asso- 
ciated Dry Goods holds proportionately 
much more than of the preferred, of 
rather doubtful value for the time being. 


Capitalization and Earnings 


Associated Dry Goods has no funded 
debt, but has two issues of preferred 
stock, the first preferred paying 6%, of 
which $20,000,000 has been authorized 
and $13,818,700 is outstanding, and the 
7% cumulative second preferred, of which 
$10,000,000 is authorized and $6,725,500 is 
outstanding. Both issues are of $100 par 
value, are cumulative, and vote equally 
with the common. The first preferred is 
senior as to dividends and assets over the 
second preferred, and the latter issue is 
preferred as to dividends and assets over 
the common. 

Of the latter stock, $20,000,000 has been 
authorized, and $14,985,000 issued, in 
shares of $100 par value. The earnings 
figures herewith shown do not reflect very 
favorably on the earning power of the 
common stock, but it is said that the 
earnings of the company for 1919, with 
large inventories carried on a rising 
market, will be much better. Estimates 
range all the way from 7% to 25% earned 
on the common, although it is difficult to 
see how the higher figure could have been 
earned without at least tripling the 
previous year’s profits. 

Dividends on the first preferred have 
been paid since 1917, and on both pre- 
ferred classes since 1918, at full rates. 
On the common stock no dividend have 
ever been paid, although rumors of im- 
pending initial disbursements on the 
common have been afloat since 1918. It 
is expected that some announcement on 
this matter will be made in March, when 
the directors meet. 

At late prices the first preferred, at 71, 
yielded 8.45%, while the second preferred 
at 72 yields 9.72%. This reflects the dif- 
ference in protection of the two issues, 
and indicates that neither is considered in 
the first rank of investment securities. 
The common, selling at the same time for 
52, would seem to have discounted at 
least 5% dividend, with due allowance for 
the risk involved, and present prices 
would seem to have fully discounted the 
early‘ possibilities of the stock. 


The May Dept. Stores 


May Department Stores is somewhat 
older, having been incorporated in 1910. 
It does business in Cleveland, St. Louis, 
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Denver, Akron, and other mid-Western 
and Western points. Its financial policy 
has been one of notable conservatism, 
enabling it to pile up a surplus of large 
dimensions. 

The operating ratio of the company has 
shown a surprising constancy, decreasing 
in the last few years, however, with 
growing volume of business. Since its 
organization the net income has steadily 
increased, being in 1919 about three times 
the 1911 figure. The preferred dividend 
has usually been earned some four to five 
times over, and the cautiousness of the 
management has been shown in initiating 
dividend payments on the common and in 
keeping them down well below the level 
of earnings. 

Part of the surplus has gone into in- 
creasing the working capital of the com- 
pany, now about $65 a share, compared 
with less than $32 a share in 1914. In 
the same period the preferred stock out- 
standing was reduced from $8,250,000 out- 
standing to $6,826,875. Inventories have 
increased from $4,391,899 to $6,018,123, or 
about in the same ratio that the gross 
business has increased, indicating that the 
success of the concern is due to expansion 
of business rather than to more rapid 
turnover. 

The good-will and trade names are 
carried in the latest balance sheet at 
$15,015,226, which is not much for this 
type of business, where intangibles carry 
great weight. This figure has remained 
practically constant for many years. 

The net tangible assets applicable to 
the common stock amounted to $72 per 
share, according to the 1919 balance sheet. 
It must be recalled that the fiscal year 
of the corporation ends on January 31, 
so that the new annual report.should be 
out shortly. In view of the prosperity of 
the industry during the past year, it is 
likely that some of the figures stated 
above will have to be revised upward 
when definite statistics of the year’s oper- 
ating results are made public. 


dend has been persistent, the report being 
that the company was waiting for the 
decision of the Supreme Court on the 
taxability of stock dividends before taking 
action. It is being said that if stock divi- 
dends are declared taxable, the company 
will pay a large extra dividend on the 
common. 

With a profit and loss surplus, accord- 








Table I]1I~—May Dept. Stores’ Growth. 


Ratio Net 
of Op. Working 
Exp. to Capital (per 


Net Sales Net Sales Saare Basis) 


1913.. $24,504,769 J 

1914.. 26,314,804 91.33 
1915.. 25,409,150 92.51 
1916.. 23,309,802 90.73 
1917.. 30,347,482 88.72 
1918.. 35,631,660 88.08 
1919.. 41,179,261 87.91 








ing to the 1919 balance sheet, of some 
$40 a share, which was probably consid- 
erably increased during the year, such 
action would seem not unreasonable. 
The industry in which the company is 
engaged does not permit of much “plow- 
ing in” of earnings into equipment, hence 
extra earnings not expended on dividends 
usually either retire previous obligations 








Table I—Associated Dry Goods Record. 
Earned 
Per Share - 
Total Income. on Common. 
$1,170,015 2.98% 
1,764,187 1.54% 
2,199,735 2.04% 








or build up a large working capital. 

The bonded debt of the company is 
smal', consisting of $1,640,000 of first 
mortgage 6s of the May Building Co., a 
subsidiary. The preferred stock now out- 
standing is about $6,500,000, out of 








Table II—Terms of Exchange. 


Holders of— 
Assoc. Merch. Co., Ist pfd. stock 
Assoc. Merch. Co., 
Assoc. Merch. Co., common stock 
United Dry Goods Co., pfd 
United Dry Goods Co., com 


Received in Exchange— 

New Ist Pfd. New2dPfd. New Com. 
*10814% 

1934 % "100% 


M% 


“isin 


100% 


*844% of which represents accrued dividends on old aod 
+Represents accrued dividends on old stock. 
410%% of which represents accrued dividends on old stock. 








Earnings and Dividends 

As shown by the accompanying figures, 
the earnings of the company were fair 
before the war, and, since 1917, very good 
indeed. An estimate for the year ending 
January 31, 1920, from a source close to 
headquarters, puts earnings at $25, or 
thereabouts, per share, which is in line 
with current statements that the year re- 
cently past was the best ever for the re- 
tailing industry. 

In 1919 the common stock was put on 
a 6% basis, raised in November to 7% 
annually. The preferred stock has paid 
its regular 7% dividends since organiza- 
tion. Talk about a stock or cash divi- 
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$8,250,000 originally issued, some of 
which was subsequently redeemed. It 
pays 7%, and is cumulative, being elab- 
orately protected by provision for a 
“special surplus fund,” which must be 
kept at a minimum of $1,000,000 to allow 
dividend payments on the common. At 
a late price of about 105, it yields 6.67%, 
which is fair enough for a well-secured 
investment. 

Of the common stock, there is out- 
standing $15,000,000, the full amount 
authorized, in shares of $100 par value. 
At its current price, about 120, it would 
seem to have discounted most of the 
favorable factors for some time, as the 


yield is only about 4.16%, the rest of the 
price being made up of hopes for the 
declaration of an extra dividend of some 
sort. 





VARIOUS SITES OF THE NEW YORK 
STOCK EXCHANGE 


Board Met in Private Wall Street Office 
in Boom Days of 1824 


Wall Street has had many boom days. 
It is recorded that in New York alone 
companies having a capital of $52,000,000 
were organized in 1824. Morris Canal 
stock, offered to the public in 1821, is 
said to have been subscribed for twenty 
times over. 

The Board met in various places, trad- 
ing being carried on in 1820 in the office 
of Samuel Beebee, 47 Wall Street. A 
number of years later it was to be found 
in the old Merchants’ Exchange, at the 
corner of Wall and William Streets. 

It was only a few years after this that 
railroad stocks became speculative favor- 
ites, the first railroad stock, that of Mo- 
hawk & Hudson, being put on the Ex- 
change list in 1830. Investment and specu- 
lation in railroad issues soon became the 
chief business of Wall Street. 

In proportion to the resources of the 
country the interest in securities was 
quite as great at that time as it is today. 
The newspapers had begun to give space 
to financial transactions and regular mar- 
ket reports appeared. The decade which 
ended in 1840 and which witnessed the 
struggle between President Jackson and 
the United States Bank was one of the 
most exciting in the history of the Street. 
There was much turmoil and the panics 
of 1837 and 1839 helped keep up the un- 
settled condition. 

The Board held its meetings in the old 
Merchants’ Exchange until 1835, when 
the building was burned. Later the new 
Merchants’ Exchange was built and the 
Board moved to this building in 1842 and 
remained there until 1853. In those days 
the members kept all operations secret 
under penalty of expulsion and there was 
no field for financial news agencies. But 
the efforts of the Board to keep its pro- 
ceedings a profound mystery only excited 
the more curiosity and it is chronicled 
that the members of an open exchange 
which. was organized in 1837 engaged 
a building next to the Board-room and 
dug the bricks out of the wall in order 
that they might see and hear what was 
going on. 

From the Merchants’ Exchange build- 
ing the Board moved in 1853 to a room 
in the Exchange Bank building at the 
corner of Beaver and William Streets. 
About 1857 the association moved again— 
this time to “Dan Lord’s building,” with 
entrances on William and Beaver Streets. 
It is said that the efforts to keep pro- 
ceedings a secret were still so successful 
that one hundred dollars a day was of- 
fered for the privilege of listening at the 
keyhole during the time of the calls. In 
1865 the association moved to its present 
location. The New York Stock Exchange 
as it now exists was formed in 1869 when 
a truce was called with a second “Open 
Board of Brokers,” which had been 
formed in 1863, a consolidation being ef- 
fected between the Open Board, the Stock 
Exchange and the United States Govern- 
ment Board. 
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Mexican Eagle Well Intrenched 


Oil Production Exceeds Pipe Line Capacity—The Salt Water Question—Position of the Stock 


While the United States is the largest 
oil producing country on earth, some oi 
the best oil produced comes from our 
southern neighbor, Mexico, and one of 
the strong companies engaged in the in- 
dustry is chartered under the Mexican 
laws. Its properties are situated in Mex- 
ico, and in fact, it is in all essentials a 
Mexican company. Unlike many of the 
properties located within the boundaries 
of the trouble-torn republic, it has been 
practically immune from the internal 
troubles which have played havoc with 
many other foreign-controlled corpora- 
tions. This is the Mexican Eagle Oil 
Company, -Ltd., the control of which has 
passed into the hands of the Royal Dutch- 
Shell interests, which, with the sole ex- 
ception of the Standard Oil, are the 
strongest in the oil business. The Mexi- 
can Eagle is said to be the largest refiner 
of oil in Mexico, having two refineries, 
one at Tampico and the other at Min- 
atlan, the former treating an average of 
20,000 barrels of oil every day, while the 
latter operates on a capacity of 10,000 
daily. The company is now planning to 
quadruple its refining capacities during 
1920, as well as to complete many exten- 
sions which have been under construc- 
tion in the pipe lines. The topping plant, 
which is located at Tuxpan, is now treat- 
ing from 6,000 to 8,000 barrels a day, and 
further enlargements are contemplated in 
the near future. 

The Mexican Eagle Oil Co., Limited, 
was formed in 1908 under the laws of 
* the Mexican Republic, and acquired the 
oil interests of S. Pearson Sons, Ltd. It 
holds state concessions in the states of 
Vera Cruz, Tabasco, Chiapas, San Luis 
Potosi, Tamaulipas and Campeche. In 
addition to the state concessions, the 
company has many Federal concessions 
in all of the above states, and also holds 
leaseholds and freeholds which are esti- 
mated at approximately 1,500,000 acres. 
Its assets also include freeholds in the 
City of Mexico and Tampico, and else- 
where in the country, for tankage and 
installation purposes. 

At present the company owns about 
160 miles of pipe lines, which are in 
operation. About two-thirds of these are 
double-piped between the producing fields 
and shipping ports, while in some places 
the traffic has become so heavy that it 
has been found necessary to lay a third 
pipe to accommodate the flow. At inter- 
vals of about fifteen miles pumping sta- 
tions are maintained, which are connected 
one with the other, and all with the dis- 
patcher at headquarters by private tele- 
graph and telephone. By means of these 
private wires the dispatcher directs the 
pressure of the oil, the speed of its flow, 
and the intake and discharge of the im- 
mense tanks which are located at the 
different pumping stations. The pipe line 
system is being rapidly expanded, and it 
is expected that before the year 1920 is 
ended, many more miles will be in oper- 
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ation. The different tanks along the pipe 
line rights of way have a capacity of 
6,000,000 gallons. 


Rapid Development 

Since February, 1919, the company’s 
development has been remarkable. Three 
new wells have “come in” in the Nan- 
ranjos field alone, which show a daily 
production of 210,000 barrels, and new 
test wells are being driven in the 
same field. It is roughly estimated that 
the annual yield from this field alone is 
50,000,000 barrels. 

The fleet of tank steamers which are 
owned and operated by the Eagle Tran- 
sportation Company, which is controlled 
by the Mexican Eagle Oil Company, has 
been increased during the past year by 
putting in service two of the five new ves- 
sels being built. These tank steamers 
have a tonnage capacity of 18,000 each. 
During the year 1919 the company was 
no exception from the large concerns 
which suffered from the world-lack of 
shipping facilities, and as a consequence 
the loading at Tuxpam was but 208 ves- 
sels against 225 the year previous. The 
shipments for the first nine months of 
1919 were 9,142,000 barrels. This is the 
largest showing of oil shipments of any 
company in Mexico during the same 
period, the next largest shipping 8,000,000 
barrels during the same period. 

The Eagle Transport Company, half of 
whose shares are owned by the Mexican 
Eagle Oil Company, was organized to 
build and operate tank steamers by which 
the product of the Mexican Eagle Oil 
Company would be carried to the various 
markets of the world, and with the addi- 
tion of the two new vessels mentioned 
above, consists of eighteen vessels with 
a total tonnage of 256,000. When the 
other three tankers, which are rapidly 
nearing completion, are put in commis- 
sion, the tonnage will reach 312,000. The 
entire fleet, which was inoperative during 
the great war, has been returned to the 
owners, although it was well into 1919 
before this was accomplished. But with 
the entire fleet returned, and the new 
additions thereto, greatly increased quan- 
tities of oil will undoubtedly be exported 
during 1920. 

Profits in 1919 


The report of the Mexican Eagle Oil 
Company for the fiscal year ended June 
30, 1919, shows the following in Mexican 
gold: 


Profit on trading 

Balance after field redemption. 28,181,788 

Gross income 

Net after bond interest 

Total, including 1918 balance.. 28,251,773 

Profit and loss surplus after 
dividends 


The -total authorized capitalization of 
the company is $115,113,580, which has 
been divided into 10,661,353 ordinary 
shares of $10 each, fully paid ($106,613,- 


580), 850,000 participating shares at $10 
each, fully paid, $8,500,000. 

The company has recently authorized 
an increase of $59,556,790 (Mexican) 
ordinary shares at $10 each. Of this new 
issue, one new share for each two shares 
of old (either preference or ordinary) 
held by them, is offered to the share- 
holders, and the balance will be retained’ 
for later issue of the general uses of the 
company. 

The company made larger shipments 
during the year 1919 than any other com- 
pany operating in the Republic of Mexico, 
and showed an increase in the third 
quarter as compared with the first quarter 
of 33 per cent. In 1919 dividends of 25 
per cent were paid on both ordinary and 
preference shares. 

Throughout its entire existence the 
company has been ably and economically 
administered by men of exceptional 
ability, who have spared no effort to place 
their company and its connections in the 
front rank of the oil producing corpora- 
tions of the world. 


The Salt Water Question 


Toward the end of the year 1918 this 
company’s Protrero No. 4 well, the big- 
gest producing oil well in the world at 
that time, began to flow an oil and water 
emulsion which was practically valueless. 
As the well had been producing at a high 
rate for eight years, this was not especially 
surprising. The well was capped and has 
since been out of use, so far as reports 
show. There has also been talk of salt 
water from other wells of this company, 
but the effect on production has been un- 
important, except for the big well above 
mentioned. 

The company has, of course, much un- 
drilled territory. Moreover, the item of 
“Subsoil rights and field expenses” in its 
balance sheet has been written down from 
$33,644,000 (Mex.) in 1914, to $8,279,000 
in 1919—undoubtedly a reduction much 
greater than the actual. And new fields 
have recently been brought in, where the 
company has such large ownership of 
lands or leases that it has practically no 
competition. 

At the present market of 35-38 at New 
York, this stock, paying $2.50 dividends 
annually in Mexican dollars, may be 
figured to yield around 7%—a rather low 
yield for the. common stock of an oil 
company. The price is based on the 
previous rapid growth of the company’s 
business, its presumably large reserves of 
oil, and the excellent demand for oil the 
world over. Holders do not forget that 
valuable rights were recently granted and 
they figure that there may be a repeti- 
tion of this pleasant incident. 

In view of the unsettled state of Mex- 
ican politics, the present: price looks high 
enough. But on any sharp decline the 
investor in oil securities would be war- 
ranted in giving the then position of this 
company another careful examination. 
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whole continent habitable, and also gave 
the world “salvarsan” that, it is claimed, 
is a cure for one of the deadliest diseases 
with which mankind is afflicted. May we 
not hope “that somewhere in that realm 
lies the hope for the cure of consumption, 
cancer, and many of the seizures that rob 
us of our little ones.” 


Connection with Chemical Stocks 
In the establishment of the Chemical 


Foundation is the seed of the chemical 
era of the future, in so far as it definitely 
links America with that industry and its 
multifarious tributaries. Primarily it is 
concerned with dyes and dyestuffs, an es- 
sential commodity, without which the 
wheels of modern commerce could hardly 
move. 

Any practical activity of the Founda- 
tion is sure to give the dye industry a 
tremendous impetus. Investors must 
take a long look ahead and should brush 





up their knowledge of General Chemical, 
Semet-Solvay, Barrett Company, the Du- 
pont Chemical Company, National Ani- 
line and Butterworth-Judson. The last 
two named have been aggressively push- 
ing their way into the front and are per- 
haps more in the public eye than the 
higher priced stocks. The time may 
come when the Foundation will “get 
going” and that might be the forerunner 
of much public enthusiasm for American 
dyes and American dyestuff shares. 


How to Judge the Safety of Securities 


Conclusion of Chapter VIII of the Series “How to Invest”’—Importance of Considering the 
Condition of the Business in Which a Company Is Engaged—Effect of General 


HE character of the business is a 
fundamental thing in determining 
stability of earning power. If a 

corporation is not selling a commodity 
or service for which there is every like- 
lihood of continued demand, the ordinary 
investor should not purchase its securi- 
ties. 

Particularly where the business is the 
manufacture of a product dependent 
upon styles or fads, the business is not 
likely to be of a permanent nature. Aside 
from this, there should be considered the 
possibility of the business terminating 
through artificial means. 

Franchises of a company operating 
under them should be carefully examined 
to see that they do not expire before the 
maturity of the securities. Similarly, few 
people cared to invest in the liquor 
business because of the possibility that 
prohibition might make it illegal to ope- 
rate. 

Having a similar effect would be the 
exhaustion of the natural resources from 
which the company derived its earnings 
power, as in the case of mining or oil 
companies. Where an estimate may be 
made of the life of ‘such a company’s 
property, dividends are in the nature of 
a distribution of capital as well as of 
profit, and bonds should only be placed 
on the property having an early maturity 
or maturin. serially. 


Competition Is Factor 

Besides the foregoing, there is the 
eventuality of the business ceasing to be 
profitable through competition, In the 
case of practically all quasi-public cor- 
porations, competition is not permitted 
by law, and hence this need not be con- 
sidered. In many industrials it is a mat- 
ter of considerable importance, although 
the days are past when one corporation 
could deliberately destroy the business of 
its rivals. 

Naturally, the small corporation is 
more vulnerable in this respect than the 
more important concerns, and this is fre- 
quently a sufficient reason for not invest- 
ing in the securities of a company of 
insignificant size. 

Management is, of course, the deter- 
mining factor in many cases, but the in- 
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Business Conditions 


By GEORGE E. BARRETT 


vestor is seldom in a position to obtain 
first-hand information regarding the di- 
rectorate of a company and can only 
judge by results. Circulars describing 
any securities will naturally claim that 
the company is in the hands of expe- 
rienced and able men, even in the case of 
the most fraudulent promotions. The 
statement, therefore, means practically 
nothing. Here again, unless the corpora- 
tion is well known, the best assurance 
of capable management is in the char- 
acter of the banking house handling the 
issue. 

The investor should give some consid- 
eration to the conditions of the business 
in which the corporation is engaged from 
a broader standpoint. It is not impos- 
sible to see difficulties which are likely 
to confront a certain business in time to 
avoid loss in securities. 

Take, for example, the securities of 
certain street railway companies. It was 
a simple matter to predict rising costs 
and wage scales in the United States, 
owing to the war, as this has been in- 
separable from the conduct of all wars. 

Knowing that the return to a traction 
company is in practically every instance 
fixed by the traditional 5-cent fare, it was 
not difficult to foresee diminishing net 
earnings. Likewise, hundreds of corpo- 
rations whose earnings were dependent 
upon war demands found net returns fell 
off as soon as peace came. 

This does not mean, of course, that no 
safe investment can be made in the se- 
curity of a company, which may show 
decreased earnings in the future, as the 
present margin may be several times the 
amount which would be necessary to ren- 
der its interest or dividend charges safe. 

No attempt can be made to cover all 
the contingencies involved in an ex- 
amination of the business in which the 
corporation is engaged, but it is hoped 
that sufficient has been said to indicate 
th: desirability on the part of the in- 
vestor of some knowledge of the condi- 
tions surroi ding it. 

General Conditions 

Finally there are the considerations in- 
volved in the state of business in general. 

To give an obvious example, this is 


evidently a time when no reai investment 
can be made in a Russian concern, There 
are doubtless splendid opportunities for 
speculative profit, but conditions are so 
disturbed that it is impossible to predict 
safety for any form of property. 

In the case of securities of domestic 
corporations, this mater is rather one of 
the time in which an investment should 
be made than one affecting the intrinsic 
value of sound securities. The rise and 
iall of bond prices and some of the fac- 
tors which influence these fluctuations 
will be discussed in a later chapter. 

The length of the foregoing discussion 
need not give the investor the impres- 
sion that the selection of a safe invest- 
ment necessitates laborious and pro- 
longed study. 

As a matter of fact, the safer an in- 
vestment is the much more apparent is 
its safety. It is in the selection of equity 
securities whose safety may be in some 
question, that the most careful attention 
is necessary. There are underlying rail- 
road bonds, say, for example, a closed 
mortgage on part of the main line of a 
transcontinental system, whose safety can 
be accepted as of the highest order with- 
out any of the very careful attention it 
is necessary to give an industrial secur- 
ity. 

Cause of Losses 

After all, nine-tenths of the losses in 
security investment result from the un- 
informed buying into a proportion in the 
hope of large profit. It takes only the 
most elementary knowledge of the sub- 
ject to recognize that such securities are 
unsafe, no matter how attractive their 
possibilities may be, and to diminish the 
chances of making an unwise investment. 

In a previous chapter it was pointed 
out that for many investors it is unneces- 
sary to pay the price of the highest de- 
gree of marketability. It is important 
for everyone, however, whether he in- 
tends to sell his securities or not, to as- 
certain that there actually is some mar- 
ket for his investment. 

The possession of marketability is, of 
course, not at all conclusive of value. 
Worthless stocks may have an active and 
ready market. 
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(Continued from page 540) 
the leased lines, to be exchanged for them 
par for par. For a period of five years 
these preferred stockholders agreed to ac- 
cept a reduction of 20% in the regular 
dividend rate. 

(5) The old 6% non-cumulative pre- 
‘ferred stock of B. & M. was to’continue as 
a second preferred, hence subordinate in 
order of dividend payments to the new 


Present Capitalization 

The bonded debt of Boston & Maine 
now falls into four classes. First are 
$8,338,000 of the underlying mortgage 
bonds, formerly covering various parts of 
the properties now consolidated, which 
are assumed by the B. & M. Then come 
$41,073,000 of the old B. & M. bonds, and 
after them the new issue of $19,879,000 
held by the Government. In addition, five 








TABLE II—DIVIDEND PAYMENTS ON LEASED LINE STOCKS 


Class of 
B.& M. Istpf. Full 
into which div. 
exchangeable. rate. 
PND sos ocaweweas 5 
Boston & Lowell...... B 8 
Con. & Montreal...... iG 7 
Ce, NOE c0scccces D 10 
Manch. & Law........ D 10 
Lowell & Andover.... B&D 8.32 
Kenn, & Kennpt...... E 4.5 


Amt. pay. 

Rate Partof Dec.1 

for Paid during thisap- cover- 
Syears 1919before plicable ing bal. 
1919-23. Dec. 1. to 1919. for 1919. 

4% 5. 3.75% 25 

64 8. 4. 2.40 

5.6 7. 5.25 35 

8. 10. §. 3. 

8. 8. 6.33 1/3 1.66 2/3 

6.64 4.16 3.47 3.17 

3.6 2.25 1.69 1.91 








first preferred, but sharing equally with it 
ment of obligations and accumulated divi- 
and with the common in assets after pay- 
dends on both classes of preferred. The 
regular 6% rate was to be reduced to 4% 
for a period of five years. Djvidends on 
this issue must be paid when earned. 

(6) Common stock of B. & M. was 
undisturbed, but was not to receive divi- 
dends for five years. 

(7) To obtain money for the payment 
of the overdue notes, the road was to sell 
the Government $19,879,000, under a 
mortgage covering the consolidated prop- 
erties, except that the old underlying 
mortgage bonds were to have a lien senior 
to the lien of the new general mortgage 
on those divisions which the old mort- 
wages covered. 

(8) A rule of possible exceptions was 
made—all the above provisions as to re- 
duction of second preferred dividends, 
and withdrawal of dividends from the 
common for five years, may be abrogated 
££ within five years the company shall sell 
$12,000,000 of the first preferred stock at 
par, paying 6%, and apply the proceeds to 
‘eduction of the debt to the Governent. 

As the accompanying figures show, the 
upshot of the matter is that fixed charges, 
not including the hire of equipment, have 
been reduced by $2,725,864, while divi- 
dends on the preferred stocks, which will 
not drive the company into receivership 
if unpaid, amount to $2,161,772 for the 
first five years, and after that time to 
$2,631,924. This, and the settlement of 
unpaid note debt, was the principal fea- 
ture of the reorganization. 

Cash to cover the unmatured interest 
and the reorganization expenses, esti- 
mated at $9,887,634 and $254,246 respect- 
ively, was obtained by settlement with the 
Federal Government on account of cash 
taken over on the assumption of the roads 
by the Railroad Administration, together 
with a balance due on compensation. The 
loan of $19,879,000 obtained from the Gov- 
ernment to cover the matured debt was in 
two parts, an issue of $17,606,000 of Ss, 
due July 1, 1920, and $2,273,000 of 6s, due 
January 1, 1929. 
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of the former leased lines had bond issues 
which have been taken over by the Bos- 
ton & Maine, totaling $33,877,000. The 
total bonded debt is therefore $103,167,000, 
with fixed charges of $4,430,090. In addi- 
tion to this may be figured the $3,237,000 
of bonds of sub-leased lines, which have 
now become leased lines, and $13,523,940 
of their stocks, as well as $4,898,149 of the 
securities of controlled companies. 

The total of the first preferred stocks, 
of series A to E, is $38,817,900, with divi- 
dend requirements as stated above. The 
present second preferred amounts to 
$3,149,800, carrying 4% dividend for five 


and its divided requirements are $125,- 
992 to the $2,035,780 of the first preferred. 

The common stock of B. & M. amounts 
to $39,505,179, which has not paid a divi- 
dend since 1913. Assuming that hire of 
equipment will amount to $3,000,000 annu- 
ally, according to a recent authoritative 
estimate, the total of charges to be met 
before dividends can be resumed on the 
common stock is $10,625,820, which was 
exceeded in 1916 and 1917, but in no year 
before that time since 1910. 


Earnings and Dividends 


It must be said that a study of the past 
record of the B. & M. system has little 
value as an indication of future probabili- 
ties, as it is undeniable that a substantial 
rate increase will have to be granted this 
system to enable it to live. Since January 
1 the road has been enjoying a 25% rate 
increase which had previously been ap- 
proved by the I. C. C., except at some 
points where competition from lines pass- 
ing through Montreal has been encoun- 
tered. It may be said in passing that 
much opposition to this increase has 
been shown, and that they will probably 
be contested. ° 

Another influence working against the 
future of the company is the increasing 
competition of motor trucks in New Eng- 
land territory, favored by the density of 
population, the shortness of the average 
haul, and the “good roads” movement, 
which has had many friends in New Eng- 
land. The higher rates go on railroad 
traffic, the more potent are the arguments 
of motor-truck transportation solicitors, 
while there is an extra inducement for 
manufacturers to move away to locations 
where freight rates will not be so high. It 
has been estimated that a 40% increase 
will be necessary to put the B. & M. on 








TABLE I—B. & M., “BEFORE AND AFTER” 














Before Reorganization After Reorganization— 
Amount. Charges. Amount. Charges. 
ae ne $106,404,000 $4,734,170  $106,404,000 $4,558,110 
Leased line stocks............ 52,939,900 3,307,507 13,523,940 757,703 
Bonds and stocks of controlled 
ND Ss awiacscocten saat » 4,898,149 148,235 4,898,149 148,235 
Total with fixed charges...... $164,242,049 $8,189,912 $124,826,089 $5,464,048 
Wirst secleteel ated... ikiss. Oo Sv etesa! OSes ois 38,817,900  *2,035,780 
Preferred stock ............. 3,149,800 188,988 3,149,800 *125,992 
Common Med .. 0... cccieeck Se” cekswese , \ 5 ae 
WE in eds ciss cio $206,897 ,239 $8,378,900  $206,299,179 $7,625,820 


* At reduced rates stipulated for five-year period, 1919 to 1923, inclusive. 








years and after that 6%. The difference 
is to be noted that the first preferred stock 
is all in the hands of former stockhold- 
ers of the then leased lines, while the sec- 
ond preferred is held by direct stockhold- 
ers of B. & M. 

The ~-quirement that the dividend must 
be paid on the second preferred when 
earned obviously implies that the divi- 
dend will be paid on the first preferred 
when earned, the latter being senior to the 
former. In practice, it will be found that 
any earnings which are sufficient to per- 
mit of earnings of the one will permit of 
payments on the other, as the junior issue 
is considerably smaller than the senior, 


its feet again, an increase which would 
undoubtedly operate to drive some traffic 
away. 

It may be said, generally, that the Bos- 
ton & Maine is one of the oldest roads in 
the country, with a dividend record that 
was unbroken from 1842 to 1913, preferred 
dividends being maintained at 6% during 
all of that time and suspended since, ex- 
cept for a $2.67 payment on the second 
preferred last year, following the reor- 
ganization. From 1910 to 1915 its income 
showed great fluctuations as measured by 
amount earned per share of common, 
though actual figures varied but slightly, 
because of the great preponderance of 
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In 1916, the banner rail- 
road year, its total income jumped from 
$9,983,584 to $15,059,293, decreasing to 
$13,585,106 in 1917, and on operating fig- 
ures slumped heavily to $5,770,754 in 1918, 
though the standard return amounted to 
$9,618,771 annually, and for last year the 
road earned some $4,700,000 on operations 
alone, exclusive of other income, or well 
below the standard return. It is obvious 
that with such earnings the present reor- 
ganization could not be maintained, as the 
actual operating income is not sufficient to 
cover bond interest. 


In this connection it is interesting to 
consider the financing that Boston & 
Maine will have to do in the next four 
years. By 1923 a total of $16,492,000 of 
notes and bonds, both originally issued by 
B. & M. and assumed in the reorganiza- 
tion, will become due, about half of it in 
1920. In addition there are the $17,606,000 
of the 5% bonds, due to the Government 
on July 1, 1920, which the Government has 
agreed to extend at 6%. 


In view of the consistently poor working 
capital position of the road, this maturing 
debt will present grave problems to the 
company, though some assistance may 
come from the final passage of the pend- 
ing railroad act. For a number of years 
past the road has had an excess of cur- 
rent liabilities over current assets, being 
kept going by large outstanding amounts 
of loans and bills payable, usually some 
@ to 70% of the total current liabilities. 


The I. C. C. Valuation 


Valuation figures for the Boston & 
Maine system, including the newly ab- 
sorbed lines and lines having underlying 
leases, have been given out by the I. C. C. 
at $231,775,778 for the cost of reproduc- 
tion as of June 30, 1914, and with allow- 
ances for depreciation as $178,365,894. To 
the latter figure should be added better- 
ments and additions since 1914, and lands 
to a value of $47,147,995, which would 
make the total value at least $278,923,773. 

These figures are interesting from two 
viewpoints. In the first place they show 
that the system as a whole is under— 
rather than over—capitalized, as the capi- 
tal issues of the entire system are about 
$211,800,000. The equity behind the 
common stock of B. & M., after deduc- 
tions for senior obligations and the se- 
curities of leased companies, figures out 
about $167 a share, or some five times 
the market value. 

In the second place, should the I. C. C. 
receive a mandate from Congress requir- 
ing it to fix rates so that the B. & M. can 
earn 6% on its investment, the earnings 
would work out at about $16,800,000, to 
which should be added some $2,000,000 
of other income. This figure should be 
taken as a maximum rather-than an abso- 
lute prediction, because for one thing 
Congress has no power to review I. C. C. 
rates, and besides for reasons sketched 
above the road might not be able to ac- 
cept higher rates if it were permitted to, 
as it might mean sending business to 
Montreal lines, or to motor trucks, or 
out of the district entirely. Earnings of 
this amount would net about 22% on the 
common, compared with an average of 
some 1.5% actually earned on the com- 
mon in the past ten years. 
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Conclusions 


Boston & Maine’s bonds could not well 
be rated as better than a business man’s 
investment, considering the difficulties 
that the company will be up against in 
the next few years. However, their in- 
terest appears fairly safe, and they have 
the great advantage of having the rentals 
and leases which formerly preceded their 
interest now come behind them in the 
form of preferred dividends. Their posi- 
tion, in the long run, has been improved 
by the reorganization. At current prices 
their average yield is about 74%. 

Boston & Maine’s first preferred is pre- 
sumably not of very wide distribution or 
active market interest, and the various 
classes appear to sell proportionately 
alike, yielding from 8.0 to 8.5%.° In spite 
of their cumulative feature, and even 
though the dividend will be increased 
after January 1, 1924, they must be rated 
as semi-speculative because of the great 


Consolidated 


HE recent decision of Justice Green- 
baum in the suit of Kings County 
Lighting to invalidate the 80 cent 

gas law was looked upon by many as un- 
favorable with regard to the outcome of a 
similar suit begun in the Federal District 
Court by the Consolidated Gas Company 
in June, 1919. 

The two cases are by no means an- 
alogous: Kings County Lighting has 
never operated under the 80 cent law since 
the law of 1906 did not affect it, and in 
rendering his opinion, Justice Greenbaum 
said he had acted “without prejudice, and 
that the company could renew litigation 
at any time after giving the 80c. rate a 
trial operation.” 

The Consolidated has been selling gas 
at 80c. for over 14 years and is now seek- 
ing relief from the courts by proving that 
the law is confiscatory and that the Pub- 
lic Service Commission has no jurisdic- 
tion against a higher rate. For not only 
does the present rate fail to yield a fair 
return on the company’s investment, but 
it does not even defray the increased cost 
of labor, materials and supplies. In view 
of the foregoing, the results of the past 
year are far from encouraging as is shown 
in the condensed statements of earnings 
presented herewith with comparisons for 
the preceding years. 


Decline of Earnings 


From the table we note a very pro- 
nounced decrease in the company’s operat- 
ing revenues for the past two years. The 
very marked decline for 1918 may be 
ascribed chiefly to certain war restrictions 
prohibiting the burning of fuel or the use 
of power derived from fuel, for any ex- 
cept a few specified essential purposes. In 
addition, the company was obliged to 
meet the substantial increase'in prac- 
tically all the materials and supplies, re- 
quired in the production and distribution 
of gas and electricity. The same was 
true of labor, the cost of which has also 
increased very considerably. 

If the company therefore, were to stand 
on its own feet as it were, depending on 
its own income, it would be in a very 
pitiable condition. The poor showing of 


uncertainties which surround the whole 
railroad situation. 

The second preferred is a very small 
issue, and is on practically the same foot- 
ing (except for assets) as an income 
bond, because the dividends on it must 
be paid when earned. “It should be con- 
sidered in the same light as the first pre- 
ferred, as it will be able to pay whenever 
there is sufficient to pay on the first 
preferred. At a present yield of 10% its 
hazardous quality is plainly reflected in 
the market. 

The common stock is now selling at 30, 
whereas before 1906 it ordinarily sold 
from 170 to 200 and over. It undoubtedly 
has possibilities, but they are surrounded 
by so many complications and uncertain- 
ties that the issue will hardly attract the 
average investor. In the writer’s opinion 
the element of hazard is considerably 
smaller in Pere Marquette common, 
which has- the additional advantage of 
selling around 25. 


Gas Earnings 


the last annual reports caused by the con- 
stant depreciation of the company’s earn- 
ings from its gas business, would not even 
be sufficient to cover fixed charges. The 
net income from other sources, the Con- 
solidated’s ten subsidiary gas and electric 
companies was fairly well maintained, so 
that the total net income was somewhat 
in excess of the fixed charge requirements, 
although the balance reported was not 
equal to the amount of dividends- paid, 
which is also seen from the total profit 
and loss surplus at the end of 1919, viz. 
$15.66 per share against $18.52 in 1918. 
The annual earnings per share of the 
$100,000,000 outstanding common stock, of 
$4.11 after all charges did not, therefore, 
cause a discontinuance of the 7% divi- 
dends and there is every reason to believe 
that they will be continued during 1920, 
especially since business of the company’s 
subsidiaries, chiefly from the sale of elec- 
tricity, is progressing very favorably. 


The Outlook Favorable 


Consolidated Gas, selling around 9%, 
is below its asset value, which is con- 
siderably increased by the company’s large 
equities in the surpluses of its several con- 
trolled and affiliated companies. But as 
long as the price of gas and other essen- 
tials is not adjusted to meet the increased 
cost of production, and to obtain an ade- 
quate return on the company’s investment, 
the asset value behind the stock does not 
mean much, particularly since there is no 
prospect of any improvement in conditions 
affecting the high cost of labor and mate- 
rials, 

A favorable decision in the pending suit 
to have the gas price advanced ought to 
bring about a considerable rise in the 
stock, thus enabling holders of the re- 
cently issued $25,000,000 5-year secured 
7% convertible bonds maturing February, 
1925, to exchange with profits the latter 
(which are available in $500 and $1,000 
denominatiens) for stock at par on or 
after February 1, 1922. 

But in the absence of such a favorable 
decision there seems to be no special rea- 
son why the stock should sell materially 
higher at present.—Vol. 25, page 242. 
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The Future of Three Shipping Stocks 


Submarine Boat, U. S. Steamship and U. S. Transport Attracting Interest—Their Conversion 
to Peace Basis Being Accomplished 


EARLY 90% of this country’s foreign 
trade was carried in American bot-* 
toms in 1800. Gradually from that 

time on the huge asset of maritime su- 
premacy lost its significance in the na- 
tion’s eyes, and by 1910 the foreign car- 
goes carried by our own ships had 
dwindled to the insignificant figure of 
9% of the total. 

Then came the war, and with it a call 
for ships that even our most reactionary 
lawmakers could not resist. Almost 
overnight, the Government reversed its 
attitude of obstinate conservatism toward 
American shipyards and builders. The 
policy of throttling construction and en- 
couraging foreign competition was dis- 
carded like an old, worn-out coat. Uncie 
Sam in his shirt-sleeves with the biggest 
problem in ship construction before him 
a nation has ever faced, undertook to 
reinstate Miss Columbia in her rightful 
heritage of maritime supremacy; and 
Uncle Sam, true to form, put the job 
through. By 1918 he was building more 
boats than any other nation in the world. 
Early in 1919 enough vessels had been 
launched to carry over 26% of the coun- 
try’s foreign trade, and for the year 1919 
the United States sent 4,075,385 gross 
tons down the ways—the world’s record 
for the period and nearly 60% of the 
world’s production. 

This magnificent achievement, perhaps 
the biggest industrial feat of the United 
States, was accomplished with a smooth- 
ness and dispatch which, in the light of 
other governmental undertakings, was 
nothing short of amazing. There has 
been criticism of some minor features of 
the building program; charges of waste- 
fulness, for example, on the part of the 
authorities have been made. But it would 
be heartily preposterous to expect any 
enterprise of such gigantic proportions to 
be carried out without a few errors and 
missteps. Altogether, the work of the 
United States Shipping Board and the 
private companies under the Board’s 
jurisdiction during the past five years of 
Herculean labor has been of a character 
commanding the complete respect and 
admiration of the world. 

Private Companies Caught Up in the Tide 

The number of industrial companies 
rescued from innocuous desuetude by the 
war is legion. Harking back to those 
first few months of 1914, when the clicks 
of the stock-ticker were few and far be- 
tween and office-boys were to be had 
almost for the asking, one is tempted to 
claim that, but for the war, the entire 
industrial system of the United States 
would have died of dry rot. Perhaps 
some other cataclysm would have taken 
place and caused the re-birth; but lacking 
that other cataclysm, the war was the 
master-worker. And in the very fore- 
front of reborn concerns were the ship- 
building companies of the country. 

Wall Street’s reaction to this revival 
in shipbuilding was very acute. It saw 
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stocks such as International Mercantile 
Marine and Cramp Shipbuilding sky- 
rocket from a few dollars a share to lev- 
els well up in the hundreds. It had a ver- 
itable feast of combinations, million-dol- 
lar orders, gigantic stock-pools and so on. 
The sky was the limit in those days, and 


What is the answer? Well, one answer 
won't do; it takes at least three. Sub- 
marine Boat, following its introduction 
to Curb trading, was very widely dis- 
tributed; thousands of shares of what 
amounted to $590-Electric Boat stock, 
went into the hands of weak holders; the 








BUILT IN U. S. A. 


The Minnesota, the largest steel freighter ever built in America, was constructed 
at the Groton, Conn., yards for the late James J. Hill 


not a few shipping stocks did their level 
best to reach it. 

In addition to revivifying old estab- 
lished companies, the war demand for 
ship-tonnage also caused the formation of 


many new combinations. Yards that had 
lain idle for years were snapped up and 
jammed into corporate structures of al- 
most any character; types of marine con- 
struction that the world thought it had 
discarded for good, were summoned back 
to life, painted and caulked and sent out 
as part of a “fleet.” 

Two of the biggest combines owing 
their formation to the exigencies of war, 
were the Submarine Boat Corporation 
and the U. S. Steamship Co. Both of 
them have had remarkable stock-market 
careers—the former in particular. Today, 
out on the New York Curb, they consti- 
tute two of the best little mystery stocks 
in existence, 


The Submarine Boat Corporation 


The career of Submarine Boat stock 
since it appeared on the Curb has been 
as disappointing to holders as the career 
of its predecessor—the Electric Boat Cor- 
poration, had been brilliant. Electric 
Boat’s rise from around $12 a share to 
close to $600, accomplished in a very few 
months, probably made well over a dozen 
New York millionaires; while Subma- 
rine Boat—the 10-for-1 Electric Boat 
stock, in a decline from its initial and 
highest level of 57% to recent quotations 
of around $13, has probably made quite 
as many paupers. 


“distribution,” together with reports of in- 
terior dissension, encouraged professional 
attacks on the stock; and now, any- 
where’s near $20 a share, Submarine Boat 
has a bad name. This is Reason No. 1. 

Reason No. 2 is a trifle more involved. 
To explain it fully would require access 
to the company’s books—a privilege which 
the writer is modest enough to admit he 
does not enjoy. Briefly, it involves war 
orders handled by the company for cer- 
tain governments—Russia, for example— 
which were put through on a credit basis, 
and on which the company has since been 
unable to collect, at least to the extent 
originally expected. Early in 1918 it was 
announced that the company had been 
forced to “write-off” 6,871,141 rubles to 
debit of profit and loss during 1917, and 
that it still carried 8,580,000 rubles in its 
balance sheet of current assets. The 
amounts on deposit in Russian banks, or 
owing to the company, were set at a total 
of 11,900,000 rubles. Furthermore, it was 
stated that the U. S. Government and for- 
eign governments owed the company in 
the neighborhood of $4,000,000 which, 
with royalties of more than $700,000, were 
still unpaid. 

The third reason for Submarine Boat's 
hapless market-career is a purely psycho- 
logical one. It was, at the start, a war- 
bride in every sense of the word. Its 
shares were boomed on the argument of 
the importance of the submarine. With 
the signing of the armistice, many people 
hastily concluded that “Submarine” Boat’s 
career was over; and since that time it 
has been next to impossible to attract 
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any sizeable market following to the stock. 
The fact that Submarine Boat is today 
one of our biggest builders of cargo boats 
is lost sight of in the contemplation of its 
now unlucky name. Wall Street is of- 
ficially through with war orders and, 
more than ever since the last market 
break, it does not want to be reminded 
of them. 

Submarine Boat Corporation a Peace-Ship 

Builder 


As a matter of fact, aside from its ac- 
tivities in strictly war vessels, the Sub- 
marine Boat Corporation is one of the 
largest builders of peace-time ships in the 
country today. Its aggressive manage- 
ment has gone after cargo business on a 
huge scale and their success has already 
done much to lift the corporation out 
of the slough into which its unfortunate 
war experiences plunged it. 

The facilities for ship construction now 
at the disposal of the Submarine Boat 
Corporation include several subsidiaries 
of the old Electric Boat Co., among them 
the Holland Torpedo Boat Co., of N. Y., 
and the New London Ship and Engine 
company. In addition to these properties, 
the corporation has further extended its 
holdings to include a 60-acre tract at 
Newark Bay. 

The Newark Bay yards were originally 
acquired by the Submarine Boat Cor- 
poration in conjunction with the Gov- 
ernment for the purpose of handling an 
order for 150 steel cargo vessels of 5,000 
tons deadweight each—an order said to 
have involved in all more than $145,000,- 
000. Under the plan of joint-ownership, 
the yards were developed in record time 
to the point where they provided 28 ship- 
ways and employed over 12,000 men. 
Since the completion of these yards they 
have been operating exclusively on the 
Emergency-fleet order, but according to 
late information there are only ten ships 
of this order still to be completed so that 
the Newark capacity should soon be avail- 
able for other work. 

Contemplating a heavy amount of pri- 
vate business, the Submarine Boat Cor- 
poration entered into negotiations with 
the Government last year for the pur- 
chase of the Newark yards. The negotia- 
tions were long drawn out, but finally 
resulted in the drawing up of a contract 
which gives the Submarine Corporation 
control. Briefly, the agreement provides 
for the lease of the yard for four years, 
dating from May, 1919, with the option to 
purchase the property at the end of the 
period for a sum said to be $1,125,000. 

The New London plant of the corpora- 
tion has been diverted largely to the con- 
struction of submarine boats and chasers. 
In 1916, 550 chasers were completed by 
the company for the British Government 
(done in conjunction with the Standard 
Motor Construction Co.) and subsequent 
orders from the United States have kept 
these yards humming with activity. But 
for the unfortunate Russian fiasco, it 
seems likely the New London plant would 
have more than paid for itself; as it is, 
earnings there are believed to have been 
substantial and, having been steadily 
plowed back into maintenance and equip- 
ment, forestall any serious burden on the 
company’s future earning power. Late in 
1919 it was announced that the Electric 
Boat Co. had unfinished orders on hand 
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for submarines aggregating $30,000,000. 
Practically all of this business, it was 
stated, was for the U. S. Navy, including 
contracts for three of the largest sub- 
marines in the world. 

Henry R. Sutphen, vice-president of the 
company, who joined the organization 
early in the war period and has since 
proven himself an aggressive business 
getter—recently returned from an ex- 
tended European tour with contracts for 
four ships from Italy. These contracts 
call for construction of ship parts here 
and their shipment to Italy for assembly. 
In describing the Italian deal, Mr. Sutphen 
said that, had it not been for the de- 
moralized exchange situation, and the re- 
sulting necessity of exacting cash from 
foreign buyers, it would have been pos- 
sible to close many more contracts 
abroad. This remark may be taken as a 
side-light on the future possibilities of 
shipbuilding. 

The development of an engine of the 
Diesel type should also be mentioned as 
one of the Submarine Boat Corporation’s 
departments of which much is expected. 
These engines, developing between 1,800 
and 2,400 horse power, are expected to 
enjoy an active demand because of their 
great strength and endurance as well as 
because they permit a heavy reduction in 
fuel costs. 

That the management views the outlook 
for Submarine Boat with considerable 
optimism is indicated by its recent action 
in renewing dividend payments on the 
stock. The rate declared was 50 cents a 
share semi-annually. Although this $1 a 
year dividend suffers miserably by .om- 


that Submarine Boat has $20 a share in 
cash, or its equivalent, in the treasury 
for every share outstanding. These re- 
ports are believed to be entirely reliable, 
in which case the company may be rated 
as well-equipped financially to handle new 
business. 

With a resumption of prosperous activ- 
ity in the shipping industry, Submarine 
Boat stock should sell considerably higher 
than the present level. Established on 
the Stock Exchange, as it is likely to be, 
and with the company’s actual financial 
position given more trustworthy publicity 
than it has received in the past, Subma- 
rine Boat might quite possibly be found 
to be worth $30 a share on its cash and 
quick asset value alone and even more 
on prospects. 


United States Steamship Co. 


The United States Steamship Co., rep- 
resenting one of the most remarkable 
“come-backs” registered by any individual 
known to the industrial world, offers al- 
most as many difficulties to any thorough 
analysis as does Submarine Boat. Not 
that there has been too little information 
about the company; on the contrary, there 
has been entirely too much. The dif- 
ficulty lies in separating the wheat from 
the chaff. 

It is safe to say, however, that in view 
of the small hopég held out for the com- 
pany at the time of its organization, U. S. 
Steamship has proven a remarkable suc- 
cess. From a small concern, operating a 
few holiday boats, it has grown to the 
point where it controls through stock 
ownership no less than 14 steamship com- 





THE REASON WE CAN BUILD SHIPS 


The war has put many big plants upon a well-organized footing and this picture 
shows six shipways at the $7,500,000 Groton plant of the U. S. Steamship Co. 


* 


parison with the annual $6 rate, which 
was inaugurated when the present com- 
pany was formed, it is still a reflection 
of conservative optimism on the part of 
the directing board and should encourage 


such ofthe company’s stockholders as 
are still capable of hope. 

The company’s cash position is believed 
to be unusually strong, reports persisting 


panies; and, besides these operating fa- 
cilities, it has large construction capacity. 
The U. S. Steamship Co. was formed 
late in 1915, just at the time when the 
craze for shipping stocks in this country 
was at its height. The capitalization of 
the company consists of an authorized 
2,500,000 shares of par value $10. 
Following its organization, the policy 





of the management was to acquire such 
new properties as would be of value in 
enlarging its scope and potentialities. 
Gradually, a majority of the capital stock 
of the Hudson Navigation Co. was ac- 
quired; the wooden shipyards of the Rob- 
ert Palmer Shipbuilding Co. were taken 
in, and a subsidiary, known as the Groton 
Iron Works was organized. Later, the 
Virginia Shipbuilding Corporation was 
added to the company’s chain of holdings, 
thus completing the organization of the 
present concern. 

According to a recent statement pub- 
lished by U. S. Steamship, the company 
since its organization has accumulated as- 
sets aggregating nearly $20,000,000. 

The Hudson Navigation Co., represent- 
ing the first big asset of the U. S. Steam- 
ship combine, is made up of several steam- 
ship and transportation lines some of 
which have been in operation for more 
than sixty years. It operates at present 
three lines of steamers, including the Peo- 
ple’s Line, between Albany and New 
York, the Night Express Line, between 
New York, Albany and Troy, and the 
Murray line for heavy freight. The Peo- 
ple’s line, it is interesting to note, has 
been in continuous operation since 1855. 

Property holdings of the Hudson Nav- 
igating Co. include Pier No. 32, New 
York, one of the largest piers on the 
shore; also docks, buildings and real es- 
tate in New York City, Albany and Troy. 
Dock rights in the city of Albany as well 
as office and freight buildings are under 
lease for a term of sixty years. The com- 
pany states that upwards of $15,000,000 
has been expended by the city of Albany 


and by rail and navigation companies for 
improvements to the Hudson waterfront. 

The fleet operated by the Hudson Nav- 
igation Co. is one of the finest of its 


kind. It includes the following vessels: 


Capacity Cost 
2,200 $1,100,000 
1,250,000 
750,000 
750,000 
800,000 
250,000 


Vessel 
C. W. Morse 
Berkshire 
Rensselaer 
Trojan 
Adirondack 
Fenimore 


The “Adirondack” and “Fenimore” 
have been in the Government service for 
some time past. The former, it is stated, 
will have to be refitted for its regular 
work, while the “Fenimore,” an oak-hull 
steamer 268-feet long is in excellent con- 
dition and will probably be immediately 
available when returned to the company. 


Groton Iron Works and Virginia Plant 


The Groton Iron Works was con- 
structed by the U. S. Steamship Co. in 
line with its policy of increasing facilities 
whenever circumstances made that desir- 
able. Impetus to the erection of these 
yards was given by an order from Wash- 
ington for construction of six steel cargo 
steamers. 

Everything was going swimmingly at 
these yards, so far as was known, when 
the announcement was suddenly made 
that U. S. Steamship had asked for the 
appointment of a receiver for the Groton 
Works. For a time the action was com- 
pletely mystifying to Wall Street. Later, 
however, it developed that the receiver- 
ship had been resorted to as a defensive 
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measure in connection with uncollected 
charges due the company from the U. S. 
Government. 

Following negotiations, arrangements 
have been made between the Groton 
Works and the Shipping Board, provid- 
ing for the purchase by the company of 
the 12 steel freighters built for the Gov- 
ernment. The consideration is said to 
have been approximately $24,000,000. Cash 
expenditures made by the company on 
the Groton Works is said to have amount- 
ed in all to about $7,500,000. The plant 
is complete and modern in every respect 
and, when operating full, employs about 
3,500 men. 

The Virginia Shipbuilding Co. is lo- 
cated at Alexandria, Virginia, on the Po- 
tomac River. Equipment here is adequate 
to handle a large amount of business,.and 
facilities are capable of handling construc- 
tion of steel ships up to 20,000 tons dead- 
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U. S. SUBMARINES 
The builders of undersea boats for war 
service are well equipped for peace-time 
ship construction. 


weight. The company values the entire 
plant at around $5,000,000. One of the 
largest departments of the plant is a fab- 
ricating yard which, with its equipment, 
cost the company approximately $1,000,- 
000. 


U. S. Transport 


The foregoing represents a very brief 
resume of the manufacturing and operat- 
ing facilities of the U. S. Steamship Co. 
It remains for us to mention the U. S. 
Transport Co. which was recently organ- 
ized by the same interests and whose fu- 
ture is linked up with that of the original 
company. 

S. Transport, capitalized at $25,- 
000,000, was formed to acquire all the 
vessels built or to be built by the U. S. 
Steamship Co. This concern had 8 ships 
in operation late in .1919 and expected to 
have 2 more in use early this year. 

It has been estimated by interests claim- 
ing to be conservative that, at prevailing 
rates, each one of U. S. Transport’s ves-- 
sels will be able to make yearly profits of 
$700,000. Assuming that U. S. Transport 
puts not more than 10 vessels into service 
during the next year, good earnings for 
the stock seem highly probable. 

Although the temptation is to over- 
rate the possibilities of the shipbuilding 
industry, it does not seem at all exag- 
gerated to say that, providing only that 
ocean rates hold up, the U. S. Steamship 


Co. is in a position to enjoy great pros- 
perity. Its facilities, roughly summarized 
here, are certainly very complete, and 
the vessels under control of U. S. Steam- 
ship and U. S. Transport, may be counted 
upon to produce good earnings for a 
lengthy period. 

On the subject of the future, the fol- 
lowing extract from a recent company 
statement may be of interest: 

“The United States Steamship Com- 
pany and its subsidiaries represent prac- 
tically every phase of shipping. Its ship- 
yards are ideally located, thoroughly 
equipped with modern machinery, and op- 
erated by experienced and efficient organ- 
izations. Ships already built are now op- 
erating successfully and to the entire sat- 
isfaction of the owners. 

“The Company is now operating ships 
for its own account profitably in both 
inland and foreign waters. 

“The United States Steamship Com- 
pany, because of its favorable position 
in world industry, which is going for- 
ward by leaps and bounds, views the fu- 
ture confident of an increasingly stronger 
position commercially and financially.” 


The Future of American Shipping 


The immediate future of all private 
shipbuilding and ship operating concerns 
will depend to a great extent upon the 
action taken by the Shipping Board in dis- 
posing of the merchant fleet built up dur- 
ing the war. That this fleet will be de- 
livered into private hands is certified by 
the recent passage of the Greene Bill in 
the House by a vote of 240 to 8 What 
the details of the delivery will be, how- 
ever, is still somewhat uncertain. 

According to authorities, a total of be- 
tween 8,000,000 and 9,000,000 deadweight 
tons will have to be absorbed by private 
capital. At first thought, this seems a 
very large total, and one is to be excused 
for some slight misgivings as to the suc- 
cess of the operation. 

However, assurance comes from sources 
whom there is every reason to regard as 
reliable that, given reasonable latitude in 
the period of payment, as well as terms 
consistent with the probable future of the 
industry, the private operators of the 
United States will be fully able to take 
over the Government ships without harm- 
ing their present strong position. 

Sub. Boat Corp.—vol. 25, page 179. 





Why We Need Wall Street 

The principal reason why we need a 
Wall Street is to bring together buyers: 
and sellers, borrowers and lenders, from 
all over the world. Capital flows through 
Wall Street into varied industries just as 
the heart distributes the blood to the dif- 
ferent parts of the body. It is like the 
big central exchange of a telephone sys- 
tem. From it the wires run to all the 
people who want to do business in the 
things with which Wall Street deals. The 
man who has a few shares of stock to sell 
or a few thousand dollars to loan is in- 
directly put in touch with the whole world 
for a market. 

It is a splendid piece of machinery, 
probably the most valuable to the country 
of any mechanism or organization the 
mind of man has devised. 
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Hendee Manufacturing Has a Good Year 


An Official States That Dividends on the Common Are in Sight 


HIS company, the victim of adverse 
circumstances before the war, has 
had to travel a very rough and 

rugged road to success and at last its shin- 
ing goal appears in sight. Hendee Manu- 
facturing Company occupies the unique 
position of having been both hurt and 
helped by the World War. Before the 
war the company had to contend with au- 
tomobile companies who were able to mar- 
ket their product at a price which com- 
pared favorably with that of the motor- 
cycle. Beside this handicap the company 
had to brave the perils which all compan- 
ies operating in a new field encounter, 
that of making their product popular and 
of standing up under financial distress 
which nearly always follows upon the or- 
ganization of a new company. 

When the United States entered the war 
the company was manufacturing in the 
neighborhood of 20,000 motorcycles yearly, 
but it soon found that its sales were fall- 
ing off at an alarming rate bcause of the 
large amount of young men who were 
called to the colors. The earnings of the 
company reflected this alarming condition, 
since they fell to about one-fifth of what 
they formerly had been. Stockholders be- 
came alarmed, since receivership seemed 
imminent. 

Then the turning point was reached. 
The United States entered the war. Or- 
ders began to pour in from the War De- 
partment for motorcycles and _ side-cars. 
The company found it necessary to in- 
crease its working force in order to fill its 
war orders promptly. The lean days had 
passed and the company was on the road 
to success. 

The Hendee Manufacturing Company is 
an old established one, dating back to the 
year 1901. Since that time it has been re- 
organized several times, the present com- 
pany dating from 1913. The company has 
a large factory at Springfield, Mass., said 
to have a capacity of 75,000 machines an- 
nually.. The company’s product, the “In- 
dian” motorcycle is known the world 
over. The company has branches in Lon- 
don, Toronto, Dublin, and Melbourne, 
Australia. In the latter part of 1916 the 
company sold its plant at East Springfield, 
Mass., to the Wire Wheel Company of 
America and received in payment pre- 
ferred and common shares of stock of this 
company. These shares the company dis- 
tributed to its own stockholders in ex- 
change for its own preferred stock. It 
did this by announcing that it would buy 
out of every five shares held by a stock- 
holder, one share for $100, provided that 
the stockholder in turn would buy one 
share of the preferred stock of the Wire 
Wheel Company together with one share 
of the common at $100. This gave the 
company the advantage of decreasing its 
outstanding preferred stock and also pro- 
vided a source of revenue, which the com- 
pany sadly needed. 

The company has an authorized capital 
of $10,000,000 common stock and $2,- 
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500,000 preferred stock, of which is out- 
standing $10,000,000 common and $1,- 
510,000 preferred stock. Par of both 
classes of stock is $100. 








HENDEE’s EARNINGS 


Net 
Earnings 


Earned on 
the Common 
$ .50 
3.80 
4.84 
934 








The company has been liberal in the 
matter of dividends on the preferred 
stock. It has paid 7% annually since 1914 
in spite of the poor earnings in 1916. It 
does not, however, pay dividends on the 
common stock, although an official of the 
company has stated that the time is not 
distant when these will be paid, since the 
preferred issue is being continually re- 
tired and more of the company’s net in- 
come will be available for dividends or 
the common. 


The necessity of having ready cash in 
order to cope with ever-changing business 
conditions made it necessary for the com- 
pany to carry a much larger amount of 
cash on hand in 1919 than it did in 1918, 
which a perusal] of the accompanying bal- 
ance sheet will show. Formerly the com- 
pany made it a point to invest in outside 
securities all funds not actually needed 
for the immediate operation of the com- 
pany. It will also be noted that the prop- 
erties of the company were valued at al- 
most a million dollars less in 1919 than 
in 1918. This is a result of the sale by the 
company of its East Springfield plant. 

The preferred stock of the company, on 
which a quotation is unobtainable, is very 
inactive at the present time, since holders 
of the same seem disinclined to part with 
the preferred stock of a company which 
has taken such good care of its holders 
and which seems to have such excellent 
possibilities. 

The common had a big rise last year. 
It was quoted at 18 in February, 1919, rose 
to 64 in October, and is now quoted in the 
neighborhood of 40. The price of 6&4 








Hendee’s Balance Sheet, as of Aug. 31. 


1918 
$171,126 
80,950 


1919 
$1,031,823 
295,556 
10.000 


Assets: 


Liberty Bonds . 
Cana. War Bds. 


Notes & Accts. 
1,142,967 1,154,625 
109.380 
3,083,085 
8,556,944 
589,866 


$13,734,320 


185,184 
2,319,272 
7,610,334 

584,866 


$13,191,670 


Branches 
Inventories 
Properties 
Investments ... 





Total 


1919 


$1,510,000 
10,000,000 


1918 
$1,845,700 


Liabilities: 
Preferred .... 
Common 
Due 
Creditors 
Adv. from Cust. 
Acerd. Payroll 
Notes Payable. 
Res. Local 
Taxes 
Federal Taxes. 
Sinking Fund.. 


791,689 
62,565 
54,056 

180,950 


393,242 
165,058 
45,295 


*51,450 57,482 


444,203 


102,682 





Total ...... $13,734,320 $13,191,676 


*Does not include Federal Taxes which are estimated at $120,000. 








In accordance with its plan to build up 
a substantial organization, the company 
has plowed back into working capital the 
entire amount earned on the common 
stock for the years 1918 and 1919. An 
examination of the accompanying financia) 
statements will show that this has helped 
the company in no small manner. 

Orders on hand seem to be larger than 
they have ever been before. The factory 
is working at top speed continually and 
it has been estimated by the company that 
it will require from four to five months to 
fill all orders now on hand. Part of these 
orders are from the War Department, 
which in its effort to build up the Motor 
Transport Corps, has ordered thousands 
of motorcycles and side-cars. In fact, 
these orders from the War Department 
have been directly responsible for the good 
showing that the company made in 1918 
and 1919. 


seemed high, but at the current quotation 
its long range possibilities do not seem 
to be fully discounted. 

It is expected that the common stock 
will shortly be traded in on the New 
York Stock Exchange, since all prepara- 
tions for listing, with the exception of a 
few minor details have been completed. 





“No Tips Accepted Here” 

It is the one purpose of legitimate brok- 
erage firms, investment houses, news agen- 
cies and market advisers to retain their 
followers. To do this they must advise in 
such a manner that they are right more 
often than they are wrong. The gambler 
refuses to accept the experience and 
knowledge of good advisers, whose sole 
business is to study the security markets 
from every viewpoint. He prefers the ex- 
citement of following his superstitions and 
tips. The result is inevitable failure. 
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Securities Not Recommended and Why 


Suggestions from Members of Our Staff Upon Issues They 
Would Prefer to Avoid Under Present Conditions 


RUSSIAN GOVERNMENT 5%s 
and 6%s. We received many in- 
quiries about these bonds, from intending 
buyers as well as holders, and only wish 
that our prophetic instincts were strong 
enough to enable us to guess how unfor- 
tunate Russia will clamber out of the 
morass into which she has sunk. 

Everyone knows, or should know, that 
as a country Russia has vast undeveloped 
resources, and under peaceful conditions 
with good government can give a good 
account of herself. When will such a 
state of things take place? If changes 
of government come about, which are ex- 
tremely likely, will each successive new 
government recognize the obligations of 
its predecessor? Assuming that all con- 
ditions work in favor of bondholders 
when will these bonds be on an interest 
basis, and when and how will the capital 
be funded or refunded? Finally, at 
around 30 or 35 per bond, cannot the 
American investor find something less 
befogged with so many embarrassing un- 
certainties? 

It is obvious from the simple facts that 
the future is entirely speculative, hence 
the bonds are a speculation as to capital 
and interest. 

A gradual straightening out of Euro- 
pean difficulties should favorably affect 
prices of Russian bonds in a speculative 
way; they might “sympathize” in a mar- 
ket congenial to international conditions. 
Again, they might not. If the Soviet re- 
gime (or Bolsheviki) could get Allied 
recognition and establish itself in a per- 
manent way, then “recognize” Czar Nich- 
olas’ obligations, and prevent further in- 
flation (and I don’t see how it can be 
done) there is some hope of a resem- 
blance between parity and these bonds. 

Again I say—who knows ?—D. 





Surety Tire and Rubber.—We have 
been receiving many inquiries on all kinds 
of new rubber, tire and other proposi- 
tions, and believe that new companies 
have all, without exception, “a hard row 
to hoe.” It is becoming the fashion for 
some of them to hurl invectives at the 
old-timers like U. S. Rubber, Kelly-Spring- 
field, Ajax and the others, and wheri they 
do this it is time for the investor to look 
out. The old-established companies have 
found their fixed place in American in- 
dustry by sawing their own wood and 
minding their own business, and it’s my 
impression that they are here to stay. 
One should scrutinize the new tire and 
rubber companies very carefully. Surety 
Tire does not appeal to me, the principal 
reason being the scarcity of facts on 
which a sound opinion may be based.—D. 





Perfection Tire & Rubber.—Although 
this stock is down considerably from for- 
mer levels it does not look attractive to 
me. The prices around 5% for the new 
stock compares with a high of about 1% 
for the old. The latter quotation is 
equivalent to 15 for the new. Those who 
have followed the doings of this company 
and its stock since it began its big rise 


from 33 cents a share must have mar- 
veled at the absence of materialization of 
production, earnings, and the outcome of 
its two contracts with Keystone and the 
Nemours Corporation. Much was made 
of the Keystone contract; Keystone “sym- 
pathized” with the news and went up. 
The Keystone contract seems to have 
been abandoned without satisfactory ex- 
planation to stockholders. Will Nemours 
drop out suddenly, also without warning? 
The trouble with this company was an 
original handicap of overcapitalization: 
$15,000,000 of $1 shares. The raising o1 
the par value did not squeeze out the ap- 
parent “water” since the earnings are 
still making a mediocre showing in spite 
of colorful predictions last year. The 
company has blamed Wall Street and the 
rubber companies for the failure of its 
stock to become buoyant. Has it ever 
thought of blaming its management for 
boosting its capitalization out of all pro- 
portion to immediate or near-prospective 
earning power? 

At this stage, it seems an issue out of 
which most money will be made by—leav- 
ing it alone. —D. 





Consolidated Motor Corporation.— 
My reasons for warning a carelessly in- 
vesting public to let this alone are based 
upon a pamphlet issued by the company 
a few weeks ago. Although it contains 
twenty-four pages, only half a page dis- 
cusses the proposed capitalization and one 
full page the car which the company in- 
tends to manufacture. I do not see any 
mention of officers or directors, but do 
read a somewhat elaborate account of the 
career of the corporation’s engineer, who 
has gained fame as an aviator since 1911. 
More than 15% of the document contains 
photographs of .a factory at Branford, 
Connecticut, which I am informed is being 
used by another company. The balance 
of the book is made up of stories about 
automobile people who have grown 
wealthy from small beginnings, like 
Henry Ford and others, who “have made 
their first investment with care.” 

To the man who knows something 
about investments, this pamphlet will fail 
to appeal, and I suggest that those who 
do not know follow the example of the 
gentlemen mentioned who “made their 
first investment with care.”—W. 


Submarine Boat vs. Minneapolis & 
St. Louis Common.—Minneapolis & St. 
Louis, selling around 13, could, in my 
opinion, be exchanged for Submarine 
Boat to advantage. This railroad prop- 
erty was reorganized in 1916 by the stock- 
holders paying a liberal assessment, but 
the bonded capitalization was cut down 
only about 15%. The road operates in a 
competitive territory, and has not appar- 
ently succeeded very well in forging 
ahead. The operating and traffic statis- 
tics have been quite unfavorable, and the 
maintenance figures are nothing to go 
wild over. In regard to earnings on the 
common, Minneapolis & St. Louis has 
never made a good showing. Out of the 


ten years ended 1919, nothing at all was 
earned in six years, and the maximum 
ever earned was 2.91%, in 1916. Since 
the road has been under Federal opera- 
tion, it has not only failed to earn any- 
thing on the common, but has not even 
covered fixed charges, and in recent 
months it has been operating at a deficit. 
Of course any legislation that will even- 
tually be passed increasing rates and ben- 
efiting the roads in other ways, will also 
help this road, but I doubt if this issue 
is the one by means of which to secure 
the greatest advantage from such benefits. 
It is quite possible that the stock will 
advance a few points along with the rail- 
road stocks as a group, but I believe that 
holders would do better to switch to an 
issue like Submarine Boat, in which there 
is something going on and which has 
prospects over the next few years. 

Submarine Boat appears to be in a very 
interesting position. The issue has just 
been placed on a dividend basis of $1 
annually, and the company is stated to 
have a cash surplus alone equal to about 
$20 for each share of stock. Orders are 
also stated to be large, and the company 
is reported to have enough money to see 
them through successfully. Moreover, the 
need for ships over the next few years 
will be universal, and under such condi- 
tions I would not be surprised to see Sub- 
marine Boat sell higher.—S. 





De Beers Consolidated Mines.—This 
newcomer has already slumped about 10 
points, from 48 to about 38, and although 
apparently selling low, I believe a policy 
of vigilance toward foreign introductions 
of mining stocks will pay. De Beers is 
an old established company, owning the 
greatest diamond mines in the world and 
no fault can be found with the class of 
men behind it. In fact, the high-grade 
character of the enterprise and its spon- 
sors are its principal virtues. But we do 
not find good faith alone always at the 
back of safety of principal, nor do good 
intentions yield dividends. I am actuated 
by these principles: 

Buy the coppers when the red metal is 
going “begging.” 

Buy oil stocks when oil is being “given 
away.” 

Sell diamonds when everyone is buy- 
ing. 

Diamonds have never been higher in 
the history of mankind, so far as I can 
trace. World-wide inflation has led to 
extravagance and diamonds are now worn 
by those who could not formerly afford a 
string of glass beads, and they don’t mind 
what they pay. They pay high because 
they know no better, not being very fami- 
liar with diamonds. This craze cannot 
last and the signs are very positive just 
now that deflation is setting in. 

Those who are proficient in judging 
price movements will find De Beers stock 
on the curb an interesting study. I be- 
lieve, however, that investment wise, the 
British public have taken most of the 
cream off De Beers in the high dividends 
paid in the past. Earnings and dividends 
of the future are likely to be lower rather 
than higher, as production costs will not 
decline anywhere near the same ratio as 
a probable slump in diamonds. 

Kennecott copper at 28 looks better to 
me than De Beers at 38.—D. 


THE MAGAZINE OF WALL STREET 











Trade Tendencies 
As Seen By Our Trade Observer 











Railroads 


Conference Reaches Agreement 


C URRENT railroad legislation took a 

long step forward when the members 
of the conference committee considering 
the Esch and Cummins bills, finally came 
to an agreement. The compromise bill 
sponsored by them retains most of the 
features of the Esch bill, but the most out- 
standing provision of the Cummins 
measure, and the one that has come in 
for the severest criticism, is retained. 

That is the clause providing for the 
limitation of railroad earnings, whereby 
the Government will get half the excess 
over 6%, of which %% is to be used for 
non-productive improvements. This clause 
has been denounced as unconstitutional 
confiscation of property, and, there is lit- 
tle doubt, if incorporated in the final act, 
will be brought into court. 

On the other hand, the provisions pen- 
alizing railroad strikes, which excited the 
bitter hostility of labor groups, have been 
cut out. It has also been decided not to 
have a National Board of Transporta- 
tion, but instead to increase greatly the 
powers of the Interstate Commerce Com- 
mission, whose membership is increased 
at the same time from nine to eleven. 

The Commission is to establish, for 
rate-making purposes, regional groups of 
roads, and is to compute the mandatory 
return upon them. In computing the 
earnings of a carrier the Commission is 
not to consider anything but its strictly 
transportation income, leaving aside in- 
come from investments, rentals, and the 
like. 

The clause of the Esch bill which gave 
the Commission power to suspend intra- 
state rates, in such cases where they af- 
fected interstate traffic, has been elim- 
inated, as it is desired by the conference 
measure to retain state control of intra- 
state rates. The Illinois Public Utilities 
Commission has issued an order repeal- 
ing the rates established by the Railroad 
Administration as soon as the roads are 
returned to private’ ownership. According 
to Senator Cummins’ interpretation of the 
new bill, such orders are to be accepted, 
barring cases where they can be shown 
to affect definitely interstate traffic; in 
which case each matter that comes up will 
have to be decided by the Commission 
on its own merits. 

The Government guaranty of earnings 
will be kept up for six months after the 
return of the railroads. The plans for 
compulsory consolidation and Federal 
incorporation of the roads which were 
striking features of the original Cum- 
mins bill have been abandoned. 


Needs of the Railroads 


It is practically certain that higher 
rates will be asked for by the railroads 
as soon as they are returned to private 
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HE average investor has neither the time 
nor the opportunity to follow Le 9 

ments in the various industries, although su: 
ital importance 


developments at times are of vi 

in the consideration of the long range pros 
pects for securities. This department will sum- 
marize and comment upon the tendencies in 
the more important trades as expressed in the 
authoritative trade publications and by recog- 
nized leaders in the various industries. As 
the general tendency in a given trade is but 
one of the many factors affecting the price 
of securities representing that industry, the 
reader should not regard these trade tenden- 
cies alone as the is for investment commit- 
ments, but more as one of many factors te 
be considered before arriving at a conclusion. 


hands, especially by roads in New Eng- 
land and the South, which have been 
among the greatest sufferers. Prelim- 
inary estimates made recently of what 
the railroads need to put them on a sta- 
ble financial basis show that much of the 
talk that was heard last year as to the 
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poor condition of the roads was mere 
calamityshowling. One authority estimates 
that an increase averaging 18% in the 
general level of rates would put the roads 
back into a strong financial position. 

The equipment needs of the railroads 
are undoubtedly large, and preliminary 
approximations in this field indicate fig- 
ures so large as to stagger the imagina- 
tion. The car shortage, however, is un- 
doubted, and the figures of new equip- 
ment and rails bought are decidedly be- 
low similar figures for past years. A con- 
siderable amount of railroad buying, 
therefore, is to be expected, which will 
necessitate the fortification of railroad 
credit in anticipation of its capital re- 
quirements. 





Railway Equipment 


Car Shortage Acute 


INCE the settlement of the two big 
strikes in the coal and steel in- 
dustries, the car shortage, which had been 
commented upon occasionally before, 


reached the proportions of an actual ob- 
stacle to high production. Director-Gen- 
eral Hines of the Railroad Administra- 
tion has stated that the time remaining 
for Federal operation was so short that 
it would not be advisable in his opinion 
to purchase more rolling stock. 

Mr. Hines’ statement at the same time, 
that every effort would be made to have 
the existing equipment go as far as it 
could, literally and figuratively, was in- 
tended to be reassuring, but complaints 
of car shortage have come from steel 
mills, grain elevators, coal mines, and 
many manufacturing plants. The shortage 
is especially marked in refrigerator, stock 
and flat cars. 

All locomotives ordered by the Railroad 
Administration have been delivered, and 
only a few of the 100,000 freight cars or- 
dered remain undelivered. The Admin- 
istration is now returning the engines it 
operates to the various roads to which 
they belong, taking them out of the pool 
originally formed for the purpose of uni- 
fied Governmental operation. 

A great demand is expected to come 
from the roads for new equipment once 
they are returned to private ownership, 
and some of this demand is materializing 
already. Inquiries for several thousand 
locomotives are now in the hands of 
equipment manufacturers, and some 
actual orders for freight cars are said to 
have been placed. The activity in rails 
has been more pronounced and started 
earlier, but production difficulties in the 
rail mills may hinder deliveries seriously. 
The War Department is trying to get 
around this difficulty by commandeering 
120,000 tons of steel rails for the Railroad 
Administration on the basis of prices 
fixed in March, 1919. 


Foreign Demand 


The foreign demand for railroad equip- 
ment is continuing at a high rate, as it 
comes largely from South America and 
the Far East. In these countries the ex- 
change handicap which is interfering with 
export trade to Europe is not encoun- 
tered, as the United States is buying more 
from them than it is selling. Many of 
these countries are now more prosperous 
than they have ever been, particularly 
countries like India and China, and far- 
seeing statesmen realize that now is the 
time to build up one of the essentials of 
a modern industrial structure, a good 
transportation system. 

New problems are being introduced 
meanwhile by the growing tendency to 
substitute oil for coal as motive power, 
and what is more serious to equipment 
makers, to electrify the railroads, par- 
ticularly on Western roads. These de- 
velopments require new methods of con- 
struction, and may result in the scrapping 
of some of the existing production facil- 
ities of the equipment manufacturers. Un- 
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certainty as to the type of product that 
will be most in demard is also in evi- 
dence. 

That the deferred railroad domestic 
demand for equipment is large, and in all 
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probability will flood the equipment com- 
panies with orders if the roads are fairly 
treated by Congress, is the consensus of 
opinion among students of the situation. 





Steel 
Steel Shortage Imminent? 


7 Hs feature of the steel industry for 

the last few weeks has been the in- 
tensification of the shortage indications 
existing before. The market has reached 
the point where it is practically inactive, 
because producers are steadily refusing 
to commit themselves for deliveries after 
June, and are aimost entirely booked up 
for the first half. 

At the same time large premiums are 
being offered and in some cases accepted 
for spot delivery, or prompt shipment. 
The leading interest is accepting a few 
orders on this basis, but is not charging 
premiums, still adhering to the prices 
named in the schedule of March, 1919. 
It is being said, however, that this atti- 
tude will change shortly. Already on 
some lines, like merchant bars or billets, 
the spread between the old prices and 
those quoted by leading independents is 
about 90%, with premiums increasing as 
difficulties of shipment become more pro- 
nounced. 

The handicaps of the industry are sum- 
marized by one man as “car shortage, 
fuel shortage and labor inefficiency.” 
Transportation difficulties in the case of 
fuel are so great that some coke plants 
have stacks of coke piled up as high as 
the plant itself, for want of freight cars 
to take the fuel away. 


The pig iron market has become con- 


gested with orders, and buying pressure 
has broken through the reluctance of 
many iron producers, to the extent of 
compelling them to take on orders for 
second half delivery. Prices have been 
rising steadily, with heavy premiums for 
spot delivery. It is being said that or- 
ders are booked at considerably above the 
current rate of production, iron makers 
trusting that present difficulties will prove 
to be only temporary. 
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The recent bad weather has had a de- 
pressing effect on both the iron and the 
coke makers, as it has delayed transporta- 
tion, which was already in bad shape. 
Labor conditions are said to be unprom- 
ising, resulting in poor production. 


Plates Advancing 


Considerable activity has been shown 
of late in structural steel and plates, 
which have stiffened in price and are said 
to be in short supply. Makers of tanks 
especially are creating an energetic de- 
mand for plates, material for prompt 
shipment being in especially short supply. 
Wire and nail products are showing an 
especially strong demand, and are some- 
what more available for prompt delivery. 

The recent commandeering of close to 
120,000 tons of steel for rails by the War 
Department acting on behalf of the Rail- 
road Administration, is believed to be par- 
ticularly hard on the market in its present 
congested state. Rail mills have not been 
as badly crowded with business as most 
other lines of the industry, of course, but 
their requirements will subtract that 
much from the available supply of mer- 
chant steel, which is already extremely 
short. 

With the new railroad demand coming 
in soon, the continuance of the large vol- 
ume of unsatisfied demand already ex- 
isting, and structural, steel buyers becom- 


U.S. STEEL 
CRUCIBLE 
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ing insistent, the outlook is for possible 
further increases in price and continued 
congestion of orders. 





Cotton 
Conflicting Tendencies 


FLUCTUATION S in the cotton market 

have been marked but of irregular 
tendency, with a general downward trend. 
Contrary to what was expected, high 
money rates did not do much to lower 
the price. On the other hand, the dis- 
heartening drop in foreign exchange was 
a powerful bearish argument, reinforced 
by declining orders from Liverpool. Ship- 
ments have even been reported of cotton 


coming back on resales from England to 
this country, this operation being made 
profitable by the decline in sterling since 
then. While this movement may not 
bring many bales of cotton on the market 
in itself, it will undoubtedly prevent much 
buying based on hypothetical English de- 
livery. 

It is expected that some of the cotton 
which has been held in warehouses pend- 
ing exports or in expectation of higher 
prices will soon be liquidated, tending to 
bring prices down still further. The cam- 
paign to reduce prices and bring about 
a general deflation is also expected to 
bear fruit soon. 

The large stocks on hand in England 
are said to be sufficient for her needs for 
four or five months to come. It is pos- 
sible that these stocks may be called upon 
to satisfy the increasing needs of the tex- 
tile industries of France and Belgium, 
which are gradually recovering from their 
depression. 

On the other hand, bullish arguments 
are still to be found. The acreage de- 
voted to next year’s cotton crop is said 
to be small, because of the shortage of 
labor in the cotton districts, and cor- 
respondingly this years cotton crop 
should command good prices when it is 
found that next year’s cannot be relied 
upon to fill deficiencies. The strength of 
cotton in Southern spot markets, and the 
financial strength of the interests which 
are said to be holding back cotton in 
Southern warehouses, are also emphasized 
as factors which will operate against any 
notable decline in the price of cotton. 

Prospects for a speedy passage of the 
peace treaty have been played up as likely 
to result in some sort of financing and 
credit arrangement which will permit 
Germany to enter the market on a larger 
scale as a buyer of American cotton. 


Price Outlook 


It would be extremely hazardous, there- 
fore, in view of the conflicting elements 
noted above, to attempt to predict what 
the price movements for the next few 
weeks would be. In general, however, it 
seems as if cotton would be hit among 
the earliest by any wide-spread tendency 
toward deflation, which would seem to 
have been initiated by the high interest 
rates, difficulty of exporting due to the 
unfavorable exchange situation, .and 
diminution of speculative enthusiasm. 





Building Materials 
Halt to Price Advances? 


HE possibility that the recent belated 

upward move of building materials 
as a class may be halted was indicated by 
the action of men prominent in the ce- 
ment industry in stating the position that 
further price advances would do more 
harm than good. They based their stand 
on the attitude of the leading interest in 
the steel industry, which has refused to 
advance prices for its products used in 
construction work beyond the “fair price 
schedule” of March, 1919. 

Considerable new production is coming 
into the field, partly stimulated by the 
high prices now prevailing and the pros- 
pects of continued activity and partly the 
restoration of long-unused producing fa- 
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cilities which had been forced to dis- 
continue operations by the war. This is 
especially the case in the cement and 
brick industries. 

In the plate-glass field, production is 
assuming record-breaking figures, not 
only to satisfy domestic demand, but to 
fill the needs of Canada, which is in some- 
what the same position as ours as far as 
building construction goes. Formerly, 
Canada depended on Great Britain and 
Belgium for its glass, but at the present 
time nearly 99% of its glass imports come 
from this country. The United States 
has bécome the chief export producer of 
plate glass in the world. 

Increased production should tend to 
stabilize prices, in spite of the recent up- 
ward tendency. The War Finance Cor- 
poration’s statement that we were six 
years behind in home building, with about 
$1,750,000,000 still to be spent on new 
construction, gives some idea of the ex- 
tent of the work still to be done in -his 
field, and of the urgency of the demand 


Coal 
High Rate of Production 

T= most encouraging feature of the 
coal situation is the readiness with 
which it has overcome the effects of the 
strike. Production for the calendar year 
is now better than that for any cor- 
responding period for the last three years, 
according to figures presented by the U. S. 
Geological Survey. The showing of 
bituminous coal continues to be better 
than that of anthracite in this respect, 
although no shortage is anticipated at the 

mines of either variety. 

The rapidity with which coal produc- 
tion has “some back” has been a surprise 
to many, considering the extent to which 
the effects of the big strike were felt in 
the steel industry after hostilities had been 
declared off. The increase has been cu- 
mulative since the beginning of the year, 
practically, with the exception of one 
week in the early part of January. 

To some extent, the industry is com- 
plaining of car shortage, but this has been 
a chronic trouble for some time, and con- 
tinues in spite of energetic efforts by the 
Railroad Administration to get every lo- 
comotive and car out of the repair shops 
as speedily as possible and to get the 
maximum use out of every one in service. 
It looks like a plain case of not enough 
railroad facilities to go around. 


Export Outlook 

Coal export trade has been hard hit by 
the recent sudden slump in foreign ex- 
change. The exchange handicap is now 
so serious that few manufacturers in 
Europe can afford to pay current prices 
for American coal, although they need it 
badly. Of course in this case the main 
difficulty is in the expense of transporta- 
tion. For instance, in the shipment of 
coal to Italy, the ship freight paid on 
coal is about four times the cost of the 
coal f.o.b. any Atlantic port. Present 
rates for coal shipment are not likely to 
go down considerably soon as they have 
been fixed by the conditions of a highly 
competitive freight market. 3 

The one thing that would enable coal 
exporters to quote cheaper rates for de- 
livery in Europe would be increased 
European production, which would split 
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the shipping charges more equally be- 
tween freight going out of this country 
and freight coming in. As it is, the out- 
going freight has to pay all the expense, 
because the shipping man knows that he 
will find it next to impossible to get a 
cargo for the return voyage. 

A vicious circle is thus seen to be op- 
erating, whereby coal is dear to the 
European because his production of ex- 
portable goods is small, while one reason 
for the low production of Europe today 
is the high price of coal, of which, as 
observed before, a considerable part 
is due to the high freight rates. 
In addition, the exchange rate on 
most European countries is such as to 
make the production cost of any com- 
modity which uses coal in its manufac- 
ture, almost prohibitive, when the com- 
modity has to enter into competition with 
similar goods made by nations more for- 
tunately situated. 

Because of the checking of the Euro- 
pean demartd and the high rate of pro- 
duction, it seems unlikely that any further 
price advances will take place in the coal 
markets, no matter what the final de- 
cision of the commission now investigat- 
ing the industry may be. Lower prices 
may not come soon, but are rendered in- 
herently more probable by the underlying 
market factors. 





Sugar 
Supply Increasing 

FOLLOWING the practical removal of 

restrictions on the sugar industry, 
importation of raws from Cuba has been 
active. The January outturn of the cen- 
trals grinding the 1920 crop, has been 
record-breaking, and in spite of heavy 
sales to Europe this country has man- 
aged to get its share. Refineries are now 
being kept busy handling the new raws, 
and large stocks are being accumulated. 

The statistical position of Cuban sugar 
is therefore becoming rather weak, as is 
shown by the quietness in the market, 
with a tendency on the part of sellers to 
make price concessions in order to do 
business, Large cargoes coming in stead- 
ily add to the easiness of raw sugar 
prices, 

When restrictions were first lifted, it 
was freely predicted that prices would go 
up sharply. As a matter of fact, with 
the yncovering of large new sources of 
supply, the price to the consumer is be- 
low the authorized prices paid for some 
kinds of sugar during the shortage, with 
the trend downward. 

The ability of the Cuban sugar pro- 
ducers to adjust themselves to the new 
demand had not been reckoned on, ap- 
parently, but it now seems that the un- 
utilized production of Cuba, stimulated 
by the prospect of higher prices, is con- 
siderable, and were not demand still run- 
ning abnormally high, overproduction 
might be feared. 

The stimulated demand from the United 
States, especially for sugar in its manu- 
factured forms, resulting partly from 
luxury buying as in the case of candies, 
and partly from “ersatz” drinks now that 
prohibition has come upon us, is increas- 
ing our consumption by some 20%, ac- 
cording to some estimates. 

At the same time Europe, once the great 


competitor of Cuba in the production of 
sugar, is not yet back in the running, as 
some of the sugar-producing districts, 
such as those of Central Europe and Rus- 
sia, are still highly unsettled. From two 
to five years will be required, it is be- 
lieved, before Europe can be considered 
normal in respect to its sugar require- 
ments. In the meantime, practically 
every European country that has not a 
large exportable surplus of sugar, at least 
potentially, has a large sugar deficit, 
which is being made up for the present 
by importation from Cuba. The Javan 
and other Pacific crbps are being used by 
the Far East, which has had almost a fail- 
ure of the sugar crop, in addition to be- 
coming a heavier consumer of sugar and 
sugar products than ever before because 
of the influx of Western habits. 


Price Outlook 

In the distribution of sugar in this 
country, teo, sugar men say that a dif- 
ference has come about since the war 
which is to*be permanent. They assert 
that in the old days, sugar was often sold 
at a loss, as the retail dealer was expected 
by his customer to carry sugar as a con- 
venience and not for a profit. It was prac- 
tically sold as a sideline to the coffee ané 
tea trade, which carried the burden of 
the sugar business for the retailer. At 
the same time the consumer was very 
sensitive about the price of his sugar, so 
that the retailer would often prefer to 
take a loss made necessary by the con- 
ditions of the sugar market, rather than 
lose the good-will of his customers. 

Since the war, however, the importance 
of sugar has been strikingly emphasized 
to the general public, and at the same 
time the shortage has compelled it to ac- 
cept higher prices, and realize the fluc- 
tuating character of the present sugar 
market. Whereas formerly fluctuations 
of a quarter of a cent per pound of raw 
sugar were fiercely fought, now changes 
of two or three cents at a time are taken 
with equanimity. 

While sugar may decline in the near 
future, in view of the weakness of the 
primary markets, it is unlikely that it will 
ever get back to the old basis. 





Oil 


Attempts to Increase Production 


NOW that the oil industry is known to 
be in a position where the market 
will absorb all it can turn out, the major 
interest is in increasing productivity. 

That the efforts directed to this end have 
been successful in some measure, is shown 
by the January figure for new production, 
which is a record for the United States. 
At this rate the decline in the production 
of old wells is much more than counter- 
balanced, and total annual production may 
be expected to increase. 

The wells of north Louisiana show the 
largest increase, Kansas with Oklahoma 
reporting gains, while north Texas re- 
ports a considerable loss. The diminu- 
tion of output fromthe Eastern states 
seems to be going on steadily, though 
slowly. From Mexico the encouraging 
news has come that Carranza has permit- 
ted drilling to go on pending the passage 
of a new petroleum law, under the de- 
bated article of the Mexican constitution, 
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which provides that sub-soil rights are 
inherently the property of the state. As 
Mexico is rapidly becoming one of the 
greatest world producers, this action 
should increase the available supply of 
refinable oil. 

The oil land leasing bill is still being 
worked out in Congress, differences be- 
tween the House and Senate bills being 
smoothed out. The maxiinum royalties 
and their distribution under the terms 
of the bill are the main points still to be 
settled. 

A prominent oil producer has come out 
with a statement to the effect that large 
potential oil production in the United 
States is going to waste, because it is 
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in wells which individually do not yield 
enough to be attractive to the “wild- 
catter.” In addition it is known that much 
waste is being caused by the present sys- 
tem of competitive drilling, especially in 
newly-discovered wells, where each 
driller is anxious to bring in his well be- 
fore his neighbors so as to offset them, 
thus quickly draining the pool, often be- 
fore proper tank or pipe-line facilities are 
available for taking care of the oil when 
drilled. 


Price Advances 


The market for oil products has shown 
consistent and increasing strength, par- 
ticularly since the coal strike. The price 
of Pennsylvania crude, which is more or 
less of a standard for all crude oil prices, 
has risen another 25 cents since the first 
of the year, and some refined products 
have gone up with it. 

Scarcity is particularly noticeable in lu- 
bricating and cylinder oils, where produc- 
tion is utterly inadequate. Fuel oil, too, 
is feeling the pressure of a growing de- 
mand, which is likely to be permanent, in 
view of the elaborate changes necessary 
to accommodate fuel-burning mechanism 
to its use instead of coal. 

The expansion of the motor industry, 
both in the older lines such as passenger 
cars and motor trucks, and in such de- 
velopments as the tractor and the aero- 
plane, provides another source of demand 
for petroleum products which producers 


feel will be difficult to meet. The tet- 
dency is to seek new sources of supply 
in foreign countries, particularly South 
America, Persia, Russia and Southeast- 
ern Europe, and to develop further the 
known fields of Mexico. The demand for 
oil, both on the present basis and on the 
basis of probable developments in the near 
future in oil-consuming machinery, seems 
to presage a good showing for the in- 
dustry for some time to come. 





Tobacco 


Record Cigarette Production 


,* the tobacco industry the cigarette 

has definitely overtaken the cigar, and 
production efforts are now being concen- 
trated on this form of “smoke.” A great 
export demand has grown wp, particu- 
larly in Europe, though it is difficult to 
fill export orders because of the intensity 
of domestic demand. 

Prices have been advanced recently for 
the cigarette types of raw tobacco which 
will probably be reflected in the finished 
product before long. The crops have not 
been as successful as in 1918, on the 
whole, although the acreage devoted to 
tobacco was larger. The cigar types of 
tobacco have been selling comparatively 


much lower than the cigarette, smoking, 
chewing or “export” types, to some extent 
because of increased production, but 
largely because the demand has been 
weak, For the whole tobacco crop of the 
United States, the decrease in production 
from the 1918 figures was 3.4%, and the 
average price increase 39.2%. 

Leading tobacco concerns are doing an 
unusually large business, their main in- 
terest at the present time being centered 
in production. New facilities have been 
introduced, and considerable increases of 
capacity are expected for the coming year. 
As a whole, the trade is booming, with 
no apparent check in sight. . 

In view of possible anti-tobacco legis- 
lation, Federal, state or municipal—such 
as South Carolina’s recent bill to prohibit 
smoking in the dining rooms of hotels, 
restaurants and other public places, a 
National Tobacco League of America has 
been formed, with headquarters at Wash- 
ington. The possibility of drastic legis- 
lation, even extending to national pro- 
hibition, is apparently being taken serious- 
ly by the industry. At any rate, they have 
announced that they do not intend to be 
caught napping, as were the brewing and 
liquor interests, and will start their coun- 
ter-attack in advance of hostilities by the 
other side. 





Doherty School for 


The Doherty School for Securities 
Salesmen has been established by 
Henry L. Doherty & Company for the 
purpose of furnishing to ambitious young 
men instruction in the fundamental prin- 
ciples of corporation finance, of salesman- 
ship, of public utility operation, and of 
the various issues underwritten by the 
firm, consisting of the securities of Cities 
Service Company and its subsidiaries. 

The course consists of twenty discus- 
sion periods, five field trips and four writ- 
ten tests, and covers a period of two 
months. The students meet on alternate 
mornings from 7:45 a. M. to 8:45 A. M. 
in an auditorium in the financial district 
for the discussion periods, and on alter- 
nate Saturday afternoons they are taken 
on field trips to familiarize them with the 
operation and appraisal from an investor’s 
point of view of public utility properties 
of the various classes. The hours of in- 
struction are arranged so that each man 
may. be enabled to reach his desk in the 
financial district promptly at the com- 
mencement of business at 9 a. m. and that 
the instruction may not interfere in any 
manner with his present employment. No 
course of instruction is being offered at 
present in the afternoon or in the evening 
because it has been found that the con- 
scientious employe is unable to do good 
work at this time, on account of the 
fatigue incident to strenuous work during 
the day, and the school is not interested in 
employes who do not perform such con- 
scientious strenuous work. 


Securities Salesmen 


Instruction in the Doherty School for 
Securities Salesmen is furnished free of 
charge, and there is no expense of any 
kind connected with this instruction. A 
list of seventeen books, which constitutes 
the required collateral reading of the 
course, is furnished to each student and 
arrangements have been made with the 
New York Public Library whereby there 
is furnished to each student a reader’s 
card in the library, which enables him to 
obtain these books for home use without 
charge. Neither the student nor the or- 
ganization assumes any obligation in con- 
nection with this school. The organiza- 
tion is under no obligation to make an 
offer of employment to the students, who, 
by attaining a satisfactory grade in schol- 
arship and in salesmanship, receive .the 
diploma of the school at the end of the 
course, nor is the graduate of the school 
under any obligation to accept any offer 
of employment which may be tendered 
him -by the organization. . In no case will 
an offer of employment with the organiza- 
tion be made to a graduate without the 
knowledge and consent of his present 
employer if he is employed by an invest- 
ment house at present. 





Where It Started 


Stock brokerage as a business originated 
in England in the latter part of the seven- 
teenth century, when the East India Com- 
pany attracted a great deal of public at- 
tention. In the United States the business 
can scarcely be identified before 1790, al- 
though there were doubtless many indi- 
vidual cases before that date in which one 
person acted for another in the purchase 
or sale of stocks. 
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Building Your Future Income 


Baby Bonds Are Not Necessarily for Babies—They Are Solid Food for the Growing Investor 
—Why They Are Scarce—Importance of Knowing How to Judge for Yourself 


N a compilation of Baby Bonds dated 
April, 1917, no more than 158 were 

listed. .The 1920 edition lists 450, show- 
ing the rapidly increasing apprecia- 
tion of the importance of the small in- 
vestor. Corporations, by issuing their 
bonds in denominations as low as $100, 
recognize that co-operation with the little 
fellow is worth while. 

For the benefit of the uninitiated, a 
Baby Bond means a $100 bond, ranking 
the same, meaning the same, and issued 
upon the same bigger 
bretliren, the $500, $1,000, $5,000 and 
higher obligations of corporations. For- 
merly, an investor could not buy any- 
thing less than a $1,000 bond, and the 
small man had no chance to get big in- 
terest on his money. He was compelled 
to put his savings into a bank at 3% per 
cent and wait till he had $1,000. By that 
time, if his luck was out, most bonds 


would be selling on a 5 per cent basis: 
better than his former yield but still not 


a bargain. 
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terms as_ its 


THE point that strikes me _ forcibly 

about this list of baby bonds—450 of 
them—is: not more than fifty are in the 
active group, that is, these fifty can be 
bought and sold readily. The remainder 
are either difficult to 
passed out of the market and into strong 


This shows how good most Baby 


obtain, or have 
boxes. 
Bonds must be. 

Why not get a few before the rest dis- 
appear? 

The investment market 
verely shaken in recent months, and good 
bonds have gone down with the ‘rest. 
Unconservative people have lost a lot of 
their money by speculating: the decline 
has proved their poison, and killed some 
of them financially. 

Poison is sometimes useful and may 
benefit in one case where it will kill in 
A decline in the market is an 
Bonds have declined to record 
low prices. There can be no better props 
on which to rest the future income 
structure than Baby Bonds, nor more 
convenient materials, since the man with 
$1,000 can buy ten or more. If one prop 
should go (which it shouldn’t) the build- 
ing need not fall. 


has been se- 


another. 
example. 


] TOLD a banker to get some Japanese 

and Chinese bonds. They are selling at 
ridiculous prices, and give a return that 
The bank- 


er said “I don’t like foreign issues 


would make Shylock envious. 


too far from home.” 

I remember telling the same banker to 
buy U. S. Realty 5s around 45. “I don’t 
like real estate bonds,” was the answer. 
(1 suppose they were too near home.) 
U. S. Realty 5s rose to nearly 80 and 
looked very good to those who did not 
like real estate about half the price. 

It’s the old, old story. Trusting to 
the other fellows’ judgment is all very 
well, but you have got to have your own 
opinions, and if you intend being an in- 
vestor, do your investing along invest- 
ment lines. There was never anything 
wrong with Realty 5s except opinions, 
there is nothing wrong with Japanese or 
Chinese bonds except opinions. 

Baby Bonds are selling at slaughter 
prices because some of the little fellows 
are letting the bigger fellows do their 
thinking for them. Look over the last 
issue of the MaGazine (page 448) and 
do your own thinking. 





Carnegie on Finance and Business Ethics 


aA OW can I do the greatest 

good for the greatest num- 

ber?” seems to have been 
the dominant thought of both Frick 
and Carnegie in the disposal of their 
multi-millions. They found a solu- 
tion of their problem by providing 
an unlimited supply of learning: 
Carnegie through books and Frick 
through pictures. 

Of the two, I believe that posterity 
will record that Andrew Carnegie, of 
Scottish birth and American train- 
ing, combined the best instincts of 
“canniness” and good business, the 
products of breed and environment, 
in scattering libraries throughout 
the world, housing them in stone and 
marble palaces, and providing for 
their upkeep. 

No one can argue against the value 
of books, and although in practice 
they will fill no empty stomachs, they 
teach how to avoid getting the stom- 
ach empty. 

David Lloyd George, the Welsh 
leader of the policies of the British 
Empire, idol of the working classes 
and master of the aristocrats, was a 
poor colliery worker once. He came 
across a worn copy of “The Wealth 
of Nations,” by Adam Smith—a 
standard work on political economy. 

He not only read and re-read it: 
it is said he mastered it and laid the 
foundation for his subsequently ac- 
quired mastery of every principle 
showing the exact relationship of 
himself to money—labor to capital, 
and capital to labor. 

When he became a stump orator, 
an “agitator” among his fellow-work- 
ers, he knew what he was talking 
about, and they knew that he knew; 
and they put him at their head to 
lead them. 

And he has led them—and some 
others—ever since. He has not only 
led other Welshmen but also Eng- 
lishmen, Irishmen and Scotchmen; 
also Frenchmen, Italian; also some 
Turks, Bulgars and Germans. We 
now know where he led them to. 

But it was Adam Smith and his 
book that should get the credit. And 
who knows where Carnegie and his 
millions of books will lead humanity 


in the future? : 
* * * 


HE laird of Skibo had a formula 


for investing money. It is so 
cannily Scottish, so wary and typical 
of “Andy” (as his associates called 
him) that it can safely be handed 
down as another bequest from the 
great iron and steel master. 

“I authorize the trust to make new 
investments of the moneys coming 
into its hands, in such securities as 
are sanctioned by the laws of the 
State of New York, as proper in- 
vestments for savings banks; or in 


bonds secured by first mortgages on 
railroads in the United States upon 
the common stock of which dividends 
shall have been regularly paid for at 
least two successive years immedi- 
ately preceding the time of such in- 
vestment, or in any other class of 
bonds of any trunk railroad company 


in the United States in high credit, © 


which has paid regular dividends on 














ANDREW CARNEGIE 
The late founder and head of the 


- great American steel industry started 


work as a bobbin-boy in a cotton mill 


all its stock for at least five years 
immediately preceding such invest- 
ment; or in the preferred stock of 
such company; or in the bonds or 
preferred stock of any industrial cor- 
poration in the United States which 
shall not have failed to pay dividends 
on all its stock for at least five years 
immediately prior to such investment, 
or in bonds secured by first mortgage 
on improved real estate in the United 
States worth in the opinion of com- 
petent appraisers a clear fifty per- 
centum more than the amount of the 
mortgage; or in the certificates of 
established bond and mortgage com- 
panies, secured by deposits of specific 
bonds and mortgages. 

When this is carefully studied, the 
reader will say: “He certamly played 
safe!” 

If Carnegie with his multi-millions 
could not afford to play otherwise 
than safe, it is difficult to see any 
justification for the average investor 
with his few thousands doing other- 
wise. 

* * * 
About six years ago Carnegie 
went on record with a set of 


rules for manufacturers. They are: 


No sharp bargains. Do more, not 
less, than promised. 

If disputes arise always give the 
other party the benefit of the doubt. 

Subject all products to more rigid 
tests» than purchaser requires. A 
reputation for producing the best is 
a sure foundation upon which to 
build. 

Should honest capable contractors 
need extension of payments from ac- 
cident or unusual stringency be leni- 
ent, generous and help them, thus 
making them friends. 

The mental attitude of a man who 
advocates the above principles is that 
of a man who is “on the level”; there 
is no proof anywhere that Carnegie 
did not follow his own beliefs as out- 
lined in these rules, 

a * + 

B ORN in humble circumstances this 

American “captain of Indus- 
try” emigrated to the country he 
loved so well when but ten years of 
age, to settle in Allegheny City, 
Pennsylvania. But a raw Scotch boy 
he started to work as a bobbin-boy in 
a cotton factory. Not a very golden 
opportunity this modest step upon the 
bottom rung of the ladder, but even 
as a youth “Andy” Carnegie played 
safe by doing what he had to do 
promptly and most thoroughly well. 
From bobbin-boy he climbed a safe 
step or two up the ladder to become 
a telegraph operator, and while 
handling the key his capacity for 
bigger things was discovered by T. A. 
Scott, of the Pennsylvania Railroad, 
who gave him a chance as a private 
secretary. When Scott became vice- 
president in 1859, Carnegie was made | 
superintendent of the western di- 
vision of the line, and did much to 
improve the service. When the Civil 
War opened he accompanied Scott, 
then assistant secretary of war, to the 
front. But the source of the great 
fortune he subsequently built up in 
reality began when he introduced 
sleeping-cars for railways and in the 
purchase of Storey Farm on Oil 
Creek, where a big profit was realized 
from the oil wells. However, this 
achievement was but a preliminary to 
a greater achievement in developing 
the iron and steel industries at 
Pittsburg. Forseeing the almost un- 
limited demand for iron and steel, he 
started the Keystone Bridge Works, 
built the Edgar Thomson steel-rail 
mill, bought out the rival Homestead 
steel works, and by 1888 had under 
his control an extensive plant served 
by tributary coal and iron fields, a 
railroad over 400 miles long and a 
line of lake steamships. When they 
were incorporated in the United 
States Steel Corporation Andrew 
Carnegie retired, bought out at ap- 
proximately five hundred million. 
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Points Income-Builders Should Know 


Brief Explanations of Terms Frequently Met in Financial and Investment Literature 


Blue Sky Laws 
HIS is the name given to those laws 
which have been enacted by the vari- 
ous States, in order to curb the sale 
of fraudulent stock by unscrupulous stock 
brokers. These laws cannot, of course, 
control unwise speculations by persons 
who have put money into companies 
whose properties or prospects are poor. 
They do, however, protect the investor 
from wild-cat promotions. Each com- 
pany about to start in business, must an- 
swer certain questions put to them in 
the form of a questionnaire, as to the 
value of their property, the amount of 
stock to be floated, the persons who are 

to manage the business, etc. 

The first state to enact such laws was 
the State of Kansas. Much opposition 
was at first directed against these laws 
by certain persons, who claimed the 
State was exceeding its authority in en- 
acting and enforcing such laws. How- 
ever, the United States Supreme Court 
handed down a decision, stating that it 
was within the rights of the individual 
states to pass and enforce these laws. 
Practically all the states now have such 
laws, although it is to be regretted that 
certain states are rather lax in the en- 
forcement of them. 

In connection with these laws the State 
of New York has passed a law known as 
the “False Prospectus” laws. These laws 
prohibit the publishing of circulars or 
prospectus which tend to mislead or ex- 
aggerate the value or prospects of a con- 
cern. In this way, persons who are apt 
to be misled or influenced into buying 
stocks because of highly colored or 
worded circulars, are protected. 

Limited Partnerships 

This form of business partnership is 
said to have originated in France. At 
present it is very popular in Great 
Britain, Canada, Australia, France and 
Germany. Few partnerships are on such 
a basis in the United States. The meth- 
od employed when entering such a part- 
nership, is to make at least one person 
liable for the debts and actions of the 
company. This person is also to manage 
the business. Special partners may exist, 
but they have no voice in the manage- 
ment of the business. 

In case the company should meet with 
financial difficulties, the special partners 
may only be held liable to the extent 
of their contribution to the original cap- 
ital of the concern. In the case of a 
limited company. having stock outstand- 
ing in the hands of the public, the stock- 
holders cannot be obliged to assume, as 
a personal liability, any part of the debt 
of the company, which is larger than the 
amount or value of their investment. 

This form of partnership has its ad- 
vantages and disadvantages. Among the 
advantages it may be stated that limita- 
tion of authority tends to reduce friction 
in the operation of the concern, since only 
one man is authorized to issue orders 
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However, in the case of a limited partner- 
ship, the special partners may only draw 
out profits in proportion to the sum in- 
vested. For example: in a partnership 
of three, if one of the three has only 
invested one-quarter of the original cap- 
ital, that partner may draw only one- 
quarter of the profits. 


Dividends on Foreign Securities 


Dividends on foreign securities are 
paid in several ways. Certain companies 
pay their dividends in the currency of 
the country in which they are situated. 
The receiver of such a dividend, however, 
is not compelled immediately to convert 
the dividend into United States currency, 
and should the rate of exchange at the 
time not favor this action, he may wait 
until the exchange situation improves and 
thus benefit. 

Another method used by foreign com- 
panies, is to issue what might be called 
a “demand” on a certain accredited repre- 
sentative in this country who upon re- 
ceipt of the “demand” pays the dividend 
in the currency of this country. Still a 
third method is used which consists of 
receiving the dividend directly from the 
representative of the company, without 
the formality of presenting a coupon. 


Call Money Loans 


This is a form of a promise to pay, the 
borrower having the right to pay the loan 
at any time. Likewise the lender has the 
right to demand payment at any time. 
This form of loan is usually taken ad- 
vantage of by bankers and brokers de- 
siring money to further their operations 
in the market. The loans are obtained 
from what is known as the “loan crowd,” 
which is made up of some of the biggest 
bankers in the Street. They fix the rate 
of interest at which loans may be ob- 
tained, but this fluctuates according to 
the demand and supply. Should the de- 
mand for loans be very great and the 
amount of money to be used for the pur- 
pose small, the rate of interest will rise. 

The law of New York provides that 
persons lending money in the state at 
more than 6% are guilty of usury, but 
it makes a special provision for lenders of 
call money. In other words, persons 
wishing to borrow money on call must 
pay the interest demanded by lenders. 

It is necessary for all persons borrow- 
ing money on call to place collateral with 
the lender. This is in the form of stocks 
or bonds whose value is assured. 

The question naturally enters the read- 
er’s mind, “Why can a private individual 
not lend money at call rates and thus re- 
ceive more interest on his money than the 
banks allow him?” He may do this if 
he can. In the first place, such loans are 
all made through banks connected with 
the “loan crowd,” and it would be poor 
policy for them to negotiate the loaning 
of private capital, since it would detract 
from the amount of business done by 
them in this field. Then, again, a private 


individual with a large amount of money, 
desiring to loan in the form of call money, 
would find it difficult to keep up with the 
ever-changing conditions of the money 
market, and thus lose sight of his primary 
object—that of obtaining the largest rate 
of return for his money. However, large 
capitalists sometimes make arrangements 
to loan on call. 

In times of panic in the Street, call 
money rates have been known to rise 
above 17% a day. Should the borrower 
of money on call not be able to meet the 
demand when called, his collateral is sold 
to meet the loan. 


New York Exchange 


If often happens that a person residing 
in the country receives a bill, reading, 
“Kindly remit in New York funds, or ex- 
change.” The meaning of this will be 
readily seen when it is explained that 
New York being the financial center of 
the United States, many banks in the in- 
terior of the country have connections in 
New York. Therefore, bills which are 
paid by a check on a bank having con- 
nections in New York, or on a New York 
bank itself, are easily ‘cashed without 
trouble. New York funds are generally 
acceptable anywhere. 


How Can You Borrow on Your Bonds? 


If you find yourself in dire need of 
funds, it is mot necessary to sell your 
bonds. You can borrow on them until 
such a time as your financial condition is 
improved. Any bank will help you, and 
many firms make it a business of loan- 
ing money on these bonds. Do not bor- 
row unless the lender gives you at least 
90 per cent. of the market value of your 
bond. If your bond is valued at 97 and 
the face value is $100, you should get 
about $87.50 as a loan. Under no condi- 
tions should you be charged more than 
6 per cent. for the amount borrowed, and 
the interest from the bond put up as col- 
lateral belongs to you when it is due. 


Bonds and Other Bonds 


The mania for issuing different kinds of 
bonds is as widespread as the tulip mania 
once was in Holland. The exact legal 
status of different kinds of bonds can 
only be defined by the lawyers. The laws 
of the various states affect the same classi- 
fication in different ways. As the eminent 
writer, Edward Carroll, Jr., says: “Many 
bonds partake of the nature of several 
classes—thus a First Consolidated Sinking 
Fund, a General Consolidated. A General 
or an Income Bond, where no _ second 
mortgage exists on a property, may be 
practically on the same footing as a sec- 
ond mortgage on another property. 

“Various kinds of bonds may be Con- 
vertible Bonds—they may be converted 
into stock at a certain time, at a certain 
price and under certain conditions. Some 
may be good and some bad, depending on 
the condition’ of the corporation and the 
terms.” 
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More About Plans for a Young Capitalist 


The Question of Taking Time by the Forelock—Judicious Selection Essential—Importance of 
Considering Prices as Well as Yields 


WAS rather interested in your “Plans 
for a Young Capitalist” on page 212 
of your December 27 issue and I am 

writing because I fear I have missed some 
of the points. I saved my first thousand 
a number of years ago and have been 
fortunate enough to add a few thousand 
since, but it has not been my custom to 
take “time by the forelock and discount 
the year ahead.” 

I appreciated that I had the opportun- 
ity and in case of cheap money it might 
be possible to make a profit, but why bor- 
row money from the bank at 6% to in- 
vest in preferred stocks such as you men- 
tion in your article? These latter are only 
paying approximately 6% on the invest- 
ment,—consequently, the investor is even 
as far as this phase of the situation is 
concerned. 

By discounting the future there is more 
or less of a risk involved as to whether 
or not one is able to meet one’s debts as 
the money becomes due and unless there 
is some return financially for this risk 
why discount the future? 

Many bonds looked on the bargain 
counter a year ago. If they were on the 
bargain counter then they are an ever 
so much greater bargain to-day and, in 
consequence, the fellow who discounted 


the year ahead on January 1, 1919, may 
actually find that he has a loss as of Jan- 
uary 1, 1920. 

Discounting the year ahead therefore 
does not look so attractive unless I have 


missed the point of your article. I would 
be glad to have you set me right, but as 
I see it it is only profitable in an upward 
market and- unprofitable in a declining 
market. If the market stood absolutely 
still there would neither be profit or loss. 
H. F. S. 

The author of “Plans for a Young Cap- 
italist” assumes that if Financial Indepen- 
dence is worth while, the work of watch- 
ing and studying that goes with its attain- 
ment is also worth while. It has been em- 
phasized repeatedly that there is no “royal 
road” to independence with the possible 
exception that for these who are contin- 
ually on the alert their chances are very 
much greater. 

We stand emphatically on the principle 
laid down that opportunities of some kind 
are nearly always with us. It may be 
bonds one month, preferred stocks the 
next, or well seasoned dividend payers on 
other occasions: it requires study to pick 
them, and when selected right the future 
may be discounted in a conservative way. 

To illustrate: you say you saved a num- 
ber of years ago, and from your letter 
we judge you have not noticed a preferred 
stock that would yield more than 6% to 
give you a profit had you borrowed from 
the bank. Let’s take the case of Bethlehem 
Steel 8% preferred. 

This is a very desirable issue, and in 
1917 sold as low as 93 to yield 86%. 
Suppose you did not buy “at the bottom” 
and bought at 94 and held for keeps. You 
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would have received an income of 8.5% 
all this time, and several opportunities of 
selling around 115. The high yield then 
prevailing (which you would still secure 
if you held the stock) was an opportune 
invitation to go into the matter. 

At that time many other preferred 
stocks were selling low, for example, 
Pierce-Arrow at 88-90, also an 8% issue 
to yield about 9%. This stock has re- 
cently sold around 110. There never was 
anything wrong with it, and there were 
many similar opportunities in preferred 
stocks which you have missed. 

They sold low because it was at the tail- 
end of a “bear cycle” and there were cer- 
tain earmarks visible to the student that 
would have impelled a purchase for in- 
vestment: and one would have been jus- 
tified in borrowing conservatively “to 
discount the future.” 

Of course risk is not entirely elimi- 
nated: everything is a risk, even where 
high grade bonds are purchased. 

An “investment lifetime” assumes a 
period of twenty to thirty years, a num- 


ber of bull markets and just as many bear 
markets. In the latter you will always 
find opportunities. At the present time 
such issues as Kansas City Southern pre- 
erred, Colorado Southern Ist preferred, 
Southern Railway preferred or Baltimore 
& Ohio preferred yield far more than 6%. 
Many bonds yield from 7% to 8%; and 
this is only one angle of the possibilities in 
“discounting the year ahead.” Price ap- 
preciation over a period of one to five 
years, and sale of securities “at the top” 
must be taken into account in computing 
the average yield for the period. 

Once the opportunity, or an apparent 
opportunity seems present, such as an 8% 
yield in a preferred stock and a twenty 
point drop from former average levels, 
then it is time to investigate: and if no 
great fault can be found the future can 
be anticipated by buying—even with bor- 
rowed money at 6%. 

Shakespeare said: “Neither a lender nor 
a borrower be” but he did not die finan- 
cially independent, and did not study fi- 
nance. 





Insuring Your Partner 


HE more insurance is looked into and 

studied—whether it be fire, life, 
marine or accident—the more one is im- 
pressed with the ingenuity and resource- 
fulness of those who have developed the 
remarkable Institution of Insurance in its 
many and varied phases. 

It matters iittle from what angle the 
subject is viewed. The same favorable 
impression is created and the greater 
one’s admiration is aroused for the great 
business that does not and never did spe- 
cialize in profiteering—regardless of time, 
tide, or season. An influx of business in 
the 1918-1919 years, record “writing” ot 
insurance to the extent that many com- 
panies are actually ceasing to solicit new 
premiums, has not swelled the heads ot 
the powers-that-be, nor caused higher 
charges, strikes, scandalous overcharging, 
waste and excess that is so synonymous 
with business inflation. 

On the contrary the fight goes on un- 
ceasingly for still lower charges, a greater 
paring down of profit; lower cost and 
less “plus” which has been the trend 
in the insurance business for the past 
ten years. This is clearly demonstrated 
in “Insurance for Assurance” dealt with 
by the writer in “Financial Independ- 
ence at Fifty.” 

This article is not, however, intended 
to strew bouquets in the path of the 
insurance solicitor. Rather our aim is 
to help Income Builders to get the best 
in investment; to obtain one hundred 
cents (and possibly more) for each dol- 
lar of his expenditure. 


Insure Your Partner 
Briefly and simply, the method aims to 


protect partners of a firm or corpora- 
tion against loss, embarrassment or even 
the inconvenience that would come in the 
event of the death of one or more of 
the members of the firm. 

The policy on the deceased partner’s 
life would become payable either to the 
firm, or any individual member, or the 
remaining members, for their personal 
benefit. In the first case it would have 
the effect of placing a substantial sum 
of ready money in the hands of the 
firm for the benefit of all, including the 
estate of the dead partner, and in the 
latter instance the members individually 
would reap the advantage in the same 
way as another legacy would benefit any 
individual. 

It is all a matter of agreement between 
the parties to the insurance contract, 
namely, the partners themselves during 
their lifetime, and the insurance company. 
Many elastic forms of contract are avail- 
able, and the best type, rates, etc., is a 
matter of shopping and judgment. We 
feel sure that the representatives of all 
the companies are competent to give the 
bes’ advice, and they should be consulted. 
Finai adjudication could be left to the 
firm’s banker, who is nearly always a 
shrewd individual accustomed to making 
the best bargain with greatest safety. 

The amount, form and term, must 
also be left to individual choice, but we 
should say that important businesses 
whose profits range from $25,000 to $100,- 
000 annually net can well afford to carry 
from $10,000 to $20,000 on the life of 
each partner. The premiums necessary 
to keep the policies in force should, in 
my judgment, be a charge against the 
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business, deducted annually from the 
gross profits. As the policy becomes 
more valuable through age and near- 
maturity, the firm’s accountant may well 
consider adding the “surrender-value,” 
or cash value, or the prevailing collateral 
value, of the policies to assets. 


The Two Forms 


Two attractive forms of insurance are 
available. The individual policy is the 
ordinary kind that we are familiar with, 
and in this connection the “endowment” 
form for ten or twenty years is recom- 
mended. The cost of carrying such a 
policy is shown in these tables. In this 
case, the holder names his partner as 
beneficiary, either in the policy itself or 
by indorsement. The document would 
be deposited in the strong box of the 
firm, among its other securities. In re- 
turn for this, the other partner or part- 
ners do likewise; in other words, they 
“pool the risk,” and the survivor or sur- 
vivors win. Such a policy can be cre- 
ated for the personal benefit of the other 
yartner or partners, or for the firm. 

The alternative form of insurance is 
for the firm to take out a “joint policy” 
which is a single insurance on two or 
more lives, depending on the number of 
partners. 

The advantage of the individual form 
is, obviously, that on termination of the 
partnership, retirement of the insured 
from the firm, or dissolution of the firm, 
the insured can continue the insurance 
for his personal benefit. He can, there- 
after, name himself or anyone he pleases 
as its beneficiary. 

Joint policies are usually issued to re- 
main in force during the continuance of 
the partnership. Even if the partnership 
should come to an end sooner than ex- 
pected, the policy would still have a sub- 
stantial value if in force about five years 
or over. 

The whole life form is not particularly 
recommended for partnership insurance. 
It is too “long-winded.” 

Apart from the obvious advantages of 
creating a back-log for its cash, loan and 
collateral value, the money may come in 
handy at a convenient time; for example, 
if the partnership should be cramped for 
working capital or sufficient funds to pay 
liabilities at the time of death of one of 
its members. 

The “backer” of a firm would be of lit- 
tle use dead. It might. be a serious blow 
and even disastrous for a concern if the 
“bank-roll” of the firm was called to the 
Great Beyond unexpectedly. Such things 
have happened over and over again, and 
the results were far from assuring in 
almost every case. This contingency can 
be controlled by partnership insurance. 

Another angle is the important per- 
sonal value often attached to one of the 
partners, either because of his ability, his 
experience, ability to raise money; even 
his “pull” or influence with the rest of 
the world. His death could inflict a 
coup de grace on a firm which would— 
and indeed has been—ruinous. 

Many cases are cited where a part- 
nership concern, prosperous and growing 
during the life of the two energetic part- 
ners who founded it, was put “down 
and out” on the death of the partner 
who financed it. 
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The Pipes of Pan 


A Lesson in Finance for Income Builders Involving the Law 


of Averages 


FM wae in the court of Federal Judge 

Landis, Chicago, Ill., recently found 
S. C. Pandolpho, president of the Pan 
Motor Co., of St. Cloud, Minn., guilty of 
using the U. S. mails to defraud. 

This interests us, because when the 
company was first being promoted we 
answered numerous inquiries in regard to 
it, and in particular furnished one client 
with an unfavorable analytical report on 


-it. The client wrote back a highly indig- 


nant letter, stating that we had not told 
him anything he did not know before, and 
that we had no legitimate basis for an 
unfavorable opinion. We returned his 
money on the ground that insufficient 
facts were available on which to base an 
actual analysis of prospective earnings, 
but stated that our opinion of the enter- 
prise remained unchanged. 

It is probable that this subscriber, if he 
was influenced by our opinion against 
buying the stock, saved a good deal of 
money in addition to getting back the cost 
of his analytical report. 


E have taken another look over that 
report at this climax to the Pan- 
dolpho promotion, and in writing the 
present article it is not our intention to 
kick a man when he is down nor take 
credit for remarkable foresight. The 
only wonder to us is, that the subscriber 
—and all others who were “taken in” by 
this promotion could not see through the 
exaggerations and thin promises so e¢vi- 
dent in the prospectus. 

Perhaps by going over the ground 
briefly; by holding a short post mortem 
on the corpse of the Pan Motor Com- 
pany, we may be able to place red flags 
against the earmarks of other promotions, 
and enable our family of income-builders 
to do some of their own analyzing in the 
future. 

We commented on the lack of particu- 
lars and the superabundance of generali- 
ties in the literature. 

The comparison of Pan Motor with 
“other companies” (like Ford, Reo, etc.) 
is—as they say on the stage—a wornout 
gag. If a promoter really has a good 
thing, there is no need to compare it with 
others. Let him speak for himself. 

Capitalization of Pan Motors was $5,- 
000,000 to commence with. This figure 
struck us as very ambitious for a new 
enterprise, and aroused our suspicion. 
The more stock there is, the more to sell. 

The company had no production to 
speak of, but it promised to do things in 
a big way in the future. One need not 
be too cynical in demanding to be “shown 
first” in cases of this kind. We thought 
it necessary in our report. 

It claimed a stockholders’ list exceeding 
20,000 and with the management active in 
trying to raise this to 50,000 we adopted 
an old theory that it is as well to avoid 
following the crowd. The law of aver- 
ages was against Pan Motor, and we 
feared that if the company could not get 


by with 20,000 stockholders, further water 
would be injected with every additional 
share sold. 

Local references were liberally given, 
including excerpts from a small local 
newspaper which praised the promoter in 
such exaggerated terms that we felt that 
Mr. Pandolpho’s local influence was 
warping the better judgment of the good 
citizens of St. Cloud, Minn. We could 
not get an outside view, and had to dis- 
count the good things the local papers 
and people were saying about him. 


hy was boldly claimed that Pan Motors 
had the possibilities of another Ford, 
Hupp or Willys-Overland by comparing 
the returns of a $100 investment in these 
companies. As we have never met any- 
one who was invited to invest $100 in the 
original Henry Ford Company; as it was 
misleading to compare the automobile in- 
dustry of 1909-1910 with that of 1918- 
1920; as the earlier companies had nominal 
capitalizations in those days (from $100,- 
000 to $500,000), compared with $5,000,000 
for Pan Motors—and as the promoters of 
Pan Motors well knew this—we were 
justified in assuming that the promoters 
were not altogether fair to prospective 
investors, to put it mildly. 

The founders and directors were not 
automobile men in the class of Ford, Du- 
rant, R. E. Olds and the founders of com- 
panies with whom they made comparisons. 
This looked to us like a handicap from 
the commencement. Promoters of new 
companies should “stick to their last”— 
should make good in the same line, and 
then try to interest capital. The experi- 
ence and credentials of every officer of a 
company seeking public money should be 
carefully scrutinized; one bad apple can 
spoil the barrelful. 


[= issue was put out as an invest- 


ment. On the face of it, it was 
nothing of the sort, and this was in itself 
sufficient to condemn it. A false or semi- 
false representation, the half-truth ; super- 
optimism to cover generalities; all these 
and more should be carefully weighed in 
the mental balance, and if there is any 
doubt, there is only one place for such 
prospectuses. 

Finally, we indicated fields of invest- 
ment where little doubt existed, among 
active securities, listed issues, bonds, pre- 
ferred stocks, etc., where if the rewards 
were not quite so rosy as Pan Motors 
offered unblushingly, there was safety 
and freedom from the worry that was 
sure to be the lot of the new investors in 
half-baked enterprises of such a char- 
acter. 

Judge Landis’s court reached the verdict 
where we only ventured an opinion about 
two years before. 


It was all so easy to foresee. 
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~~ Bringing a Second Niagara to Market 


the Great Western Power Co.—Hydro-Electric Development 


An Important New Project of 


OAL, oil and wood as fuel for in- 

dustries are singing their swan song 

on the Pacific Coast. Hydro-elec- 
tric power is coming into its own. 

The water-wheel as a very economical 
invention operated by power which nature 
supplied freely, has never gone entirely 
out of existence, but during the last score 
of years it has taken a back seat and the 
steam engine and gas engine have forged 
ahead. Now the water-wheel in its more 
advanced form, the hydro-electric power 
plant, by leaps and bounds is taking its 
place in the front rank of public favor, be- 
cause it is the most economical and potent 
of all operative powers. 

If American manufacturers are to com- 
pete with European manufacturers, some- 
thing must be done to increase production 
and lower the cost of it. The average 
American workman is paid twice as much 
as the average European. To offset this 
high cost, American workmen must pro- 
duce more than their European neighbors. 
To bring about this increased production 
American manufacturers must be supplied 
with more and cheaper motive power. 

The day has passed when America can 
live for herself only. The war has forced 
us into international thinking and world 
wide commerce. Our successful manufac- 
turers must think more and more in terms 
of world commerce. The day is not far 
distant when we will be in active competi- 
tion with the countries of Europe in the 
sale of manufactured articles throughout 
the world. 

We are thankful that the wage scale and 
mode of living of the average American 
workman is much higher than the average 
European worker. This has resulted in 
a social and industrial standard in this 
country which is better in all respects than 
that prevalent in Europe. With our 
higher education and ambition, we should 
be able to produce more and thereby off- 
set the lower standard of wages and liv- 
ing in Europe. 

Neglected Water Power 


.We must use every natural resource 
at our command, in order to make in- 
dustry more productive. Due to our iso- 
lation and varied natural resources up 
until now it has not been necessary for 
us to look around for undeveloped re- 
sources which were not readily available. 

We have neglected to fully develop the 
most wonderful natural resource of all. 
That resource is water power. The de- 
velopment of hydro-electric energy by 
water power is the only industry that does 
not destroy anything in its development. 
The lumber, mining and farming indus- 
tries are necessary and important to man- 
kind, but nevertheless they take some- 
thing away from nature. 

Hydro-electric power development takes 
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in California 


By R. D. BRIGHAM 


nothing away, destroys nothing. The 
water that is used in developing hydro- 
electric power is not consumed. It is 
used without loss or waste of any kind 
and then passes on to great irrigation 
projects where it is again used, but this 
time some of it is consumed in the grow- 
ing of various food products. These prod- 
ucts help to build and sustain mankind. 


The invention of the dynamo taught us 
how to transform mechanical motion into 
electrical energy. Then means and meth- 
ods were evolved by which this electrical 
energy, once developed, could be trans- 
mitted without much loss to the mar- 
ket miles away. If we could not transmit 
electrical energy from the developing plant 
to the market it would be almost useless 
because most hydro-electric energy is de- 
veloped in mountainous parts of our coun- 
try where there is little manufacturing. 
The ability to transmit this valuable en- 
ergy over lines of enormous wires 
stretched high above the earth on power- 
ful poles makes it available for indus- 
trial uses in our big cities. 


Eastern United States has been very 
progressive in the development of hydro- 
electrical energy. Niagara Falls has been 
in the lead, of course, in the development 
of energy. Western America has not been 
asleep. During the last few years a won- 
derful electric power development has 
taken place on the Pacific Coast. Travel- 
ers on trains in the Pacific States see 
many lines of electric wires extending 
from the base of supply to the market, 
carrying electrical energy for industrial 
uses and providing many comforts for 
man. 

California has always led in hydro-elec- 
tric power development work. The State 
has both mountainous regions and low- 
lands. In the mountains, hydro-electric 
energy can be developed for the use of 
industries in the lowlands. The biggest 
development work is taking place in the 
Sierra Nevada Mountains in Northern 
California. Here nature has combined in 
giving mountainous regions, water supply 
and water falls that are comparatively 
easy to convert into hydro-electric energy. 
At one particular place in Plumas County, 
California, there is a large meadow land 
of forty square miles that has been over- 
flowed with water to a depth of 40 feet, 
creating by far the largest storage reser- 
voir in the world. No site on the 
Pacific Coast or in America offers such 
an economical opportunity for the devel- 
opment of great quantities of power. 

The situation and topography of Plumas 
County are such that the entire county 
is blessed with a heavy waterfall an- 
nually, the average amount being about 
forty-one inches yearly. On many of the 
high mountains, the snow does not dis- 


appear till late in the Spring or early 
Summer, thus storing a water supply 
which insures an ample amount for power 
and irrigation purposes, after tee rainy 
season has passed. It is almost impossible 
to find words to express the magnitude of 
the power contained in the water supply 
of Plumas County. Besides the North 
and Middle Forks of the Feather River, 
with their numerous branches, there are 
hundreds of creeks and streams whose 
waters ripple the year round, so great is 
the amount of water shed from the moun- 
tains when the snow melts in the early 
Spring. 


Vast Reservoir of Power 


Years ago, a rising young California en- 
gineer looking over a map showing the 
topography of California was startled to 
note the big meadow land in Plumas 
County. A few years before, he had 
prospected for gold in Plumas County 
and had become somewhat familiar with 
the mountainous sections of the county. 
He knew that if a huge amount of water 
could be stored in this meadow land 
it could be conveyed by pipe lines to con- 
veniently located power houses for elec- 
trical development. 

This meadow land, known as Big 
Meadows was 4,450 feet above the level 
of the sea. These waters, if dropped 1,000: 
feet, would give a velocity that would 
produce power more economically than. 
could be produced anywhere in the coun- 
try. 

The engineer quietly set to work and: 
in company with a few friends leased: 
these 40 square miles of meadow land. 
presumably as a cattle range. They did: 
not want the public generally to know 
that they realized the advantages of the- 
site as a location for a future big hydro- 
electric project. Later, by clever strategy 
they were able to secure the water rights- 
on this land. 

While making this progress, a rival 
company was laying plans to secure the 
same territory. The young engineer and 
his friends won and today their original. 
holdings are owned by the Great Western 
Power System. This company will build 
a hydro-electric development with the Big: 
Meadows reservoir as a back ground: 
which, when ultimately completed will: 
represent a gross minimum of about 635,— 
000 continuous 24 hour-per-day all-year 
horsepower. The system differs from 
other utilities serving the same and adja- 
cent territories in the size and continu- 
ous all-year operation of its operative 
water power generating properties, the 
immensity and ease of construction of its 
undeveloped hydro-electric power and the 
fact that this large amount of power is 
available in a region where-power is 
greatly needed. : 
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The power plant will be located in the 
main canyon of .the Feather River in 
Plumas County, about six miles from the 
transcontinental line of the Western Paci- 
fic Railroad. Water will be obtained 
directly from Lake Almanor through a 
large intake tower and diverted through a 
two-mile tunnel into an entirely different 
water-shed, that of Butt Creek. The 
waters of Butt Creek will join at this 
point and will flow down the valley to a 
small dam at its lower end, creating the 
plant’s forebay. A second intake tower 
will receive the waters at this point, which 
after passing through another two-mile 
tunnel will drop to the power house below. 

The power plant will consist of two 
20,000 kilowatt units, together with nec- 
essary electrical apparatus for switching 
and stepping up the electrical energy to 
the transmission voltage, all housed in a 
monolithic reinforced concrete structure. 
A steel tower transmission line will con- 
vey the power from the plant to the 
Valona sub-station, a distribution net- 
work center in the San Francisco Bay 
District. The transmission lines will 
carry 175,000 volts which is a greater volt- 
age than is now carried by any transmis- 
sion system in the world, and this big 
load will be carried with safety and 
security. , 

This power project, because of the rel- 
atively short tunnels, is susceptible of 
quick development. The plant will prob- 
ably be completed in two years’ time. 
The 40,000 kilowatts to be immediately 
developed will constitute an independent 
unit. Tunnels and penstocks will not be 
proportioned for the entire ultimate de- 


velopment, but for only one-half, or 60,000 


kilowatts. Eventually, the plant will be 
increased from time to time until 120,000 
kilowatts will be generated in one power 
house at one point. 

Reduced to the human equation, the 
power developed by the first unit of this 
plant, if used entirely in industrial lines, 
would mean the employment of at least 
50,000 men in new industries. The ulti- 
mate development of the unit will mean 
employment for 150,000 men in indus- 
tries. The energy represented by one 
horsepower is equal to the labor of about 
eight men. The total horsepower now 
used in American industries represents 
1% horsepower per capita. This compar- 
ison clearly shows what a tremendous in- 
dustrial development would result from 
the use of all hydro-electric power cap- 
able of development. 


California’s Power Shortage 


The central portion of the State of 
California has faced a serious power 
shortage since 1917—the requirements of 
this district alone necessitating an addi- 
tional 25 to 30,000 kilowatts of new plant 
capacity each year, but no new develop- 
ment work has been carried on since 
1914. The demand for hydro-electric 
power in Central California will increase 
year by year for the following reasons: 

High cost of fuel oil—more than double 
the former price. 

Equalization of labor costs east and west 
of Rocky Mountains which will continue 
and will promote manufacturing in Cali- 
fornia. 


High cost of transcontinental freight, 
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which notwithstanding the use of the Pan- 
ama Canal, seems certain to continue and 
will make manufacturing in California 
more necessary and more profitable. 

Probable electrification of more or less 
steam railroads in California as at Seattle 
and through the Cascades. 

California believes that she will soon 
take her place as an-important manufac- 
turing state and the Great Western Power 
System is providing for that day. With 
the development in hand, the probable 
growth in electrical energy will be an- 
ticipated for ten years to come. This 
big development work will mean much for 
Plumas and Butte Counties and for the 
entire central portion of the State. Gold 
miners prospecting and digging in Plumas 
County since 1849 have taken out at least 
$50,000,000 in gold. They have given 
back nothing. The Great Western Power 





The annual consumption of elec- 
tricity in New York City is $9.14 
per capita. In California it is about 
$40 per capita. The reason is that 
in California hydro-electric power 
is readily available, while it is not 
so available in New York. 

Mr. Brigham here describes a new 
hydro-electric development of the 
Great Western Power Co. which is 
of prime interest in the public util- 
ity field. 











System now steps in and returns to 
Plumas County some of the wealth that 
was taken away. 

With the completion of this big power 
project, a big industrial development 
should take place in these counties. There 
are mountains of iron ore and deposits 
of lime which will be made productive 
commercially with the advent of electric 
power. Plumas County will be richer 
than if she had kept her gold. Central 
California generally will advance com- 
mercially because of this enormous amount 
of power available. 

The great trade of the Orient has been 
a tempting morsel for California manu- 
facturers and business men. Many kinds 
of goods which are now made in the 
East and sold in the Orient should be 
manufactured in California. With the 
Pacific Coast put on a manufacturing 
productive basis, Europe will experience 
great difficulty in selling goods in the 
Orient and the Americas. Large quan- 
tities of electric power at the right prices 
will help greatly in reducing the cost 
of manufacture so that goods can be sold 
competitively. 

Hydro-electric power has truly come in- 
to its own and it is right that it should. 
Twenty years from now the American 
people will wonder why electrical energy 
was not used in more varied ways be- 
fore. The electrification of our railroads 
will be the first step toward the general 
use of electrical energy for all purposes. 
The day is not far distant when we will 
do things electrically that are undreamed 
of now. 


COUNTRY HOPES FOR FAIR 
RAILROAD PLAN 


Thomas DeWitt Cuyler Satisfied Congress 
Will Deal Fairly 


“It must be a source of satisfaction 
to all those interested in the welfare of 
the railroads in this country that the 
conferees have arrived at an agreement 
to report a bill which, it is hoped, will be 
protective both to the security holders 
and the shareholders of the properties 
and to the public at large. 

“There can be no question that the 
conferences and the two committees of 
the House and Senate have had an 
earnest desire to do justice to the rail- 
roads. If the bill be enacted by Con- 
gress the railway exetutives and the 
owners of the properties will accept the 
bill in good faith with the earnest hope 
that it may be productive of the desired 
result, namely, the protection of the pres- 
ent credit of the roads and the extension 
of that credit so that they may provide 
in the future adequate facilities for the 
transportation system of the country. 

“It cannot be too strongly emphasized 
that this question does not affect alone, 
nor even principally, the owners of these 
properties. The public is much more con- 
cerned. If the transportation system of 
the country is not adequate to its needs, 
the country must suffer. It is, therefore, 
earnestly hoped that the protection of 
the credit the proposed bill seeks to es- 
tablish will prove successful. If it does 
not the railroads will confidently look to 
Congress for such additional legislation 
as may be necessary to further protect 
the companies and the public.” 


The Broker's Viewpoint 


The man who represents his firm on the 
Stock Exchange is deemed by the layman 
to have “inside” information which is 
very valuable. There may be some 
brokers, whose daily business it is to 
execute orders, who also have a good 
knowledge of investments. Certain clients 
have been hunting for many of these “in- 
vestment specialists” for years and have 
metaphorical double-barreled shot guns to 
use when they meet them. Just stop and 
think, Mr. Average Investor, and ask 
yourself how these brokers who are buy- 
ing and -selling all day long can have time 
to study real investment conditions. The 
member brokers have too close a perspec- 
tive. They are like men standing close to 
a wall. They can only see a few square 
inches of it and not the whole wall. 


The School of Experience 


When you are satisfied you have made , 
an honest mistake in judgment in an in- | 
vestment, do not deceive yourself into 
thinking it “may come out all right some 
day.” This plan of reasoning is much 
like the man who plays solitaire and cheats 
himself to make the cards come out right. 
Switch into something else and the 
chances are you will be right the second 
time, for the lesson of the first will have 
been a liberal education. 
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National Lead Maintains Conservative Policy 


How It Benefits from Resumption of Building Activities — Reserves Accumulated During 
Prosperous Period—Outlook for Earnings 


HE ending of the war left the Na- 
tional Lead Company, like so many 
other industrials, with a large amount 

of uncompleted war business, much of its 
machinery converted from its regular 
lines of production to special war pur- 
poses, and a sudden cessation of the type 
of demand to which the company had 
adapted itself since the call for indus- 
trial mobilization. Building construction 
had been kept to the barest minimum, 
and dealers in building materials had cut 
down their stocks to the lowest points 
recorded in years. 

The first task in hand, the reconversion 
of the equipment of National Lead to 
its normal output, was soon finished, but 
the trade difficulties took some time to 
overcome. For months after the armi- 
stice, dealers and consumers were per- 
suaded that a decline in prices was in- 
evitable, and therefore kept out of the 
market until prices should be more suit- 
able. The fundamental demand of the 
people for more housing facilities and im- 
provement of existing buildings finally 
compelled them to give way to the logic 
of facts, and by the summer of 1919 
National Lead was doing a booming busi- 
ness in those building supplies which it 
furnishes, 

The company is one of the biggest 
American manufacturers of lead pipes, 
traps and bends, oxides of lead entering 
into the making of varnish and glass, and 
painting materials, including both oils and 
white and red lead, as well as the “blue” 
or metallic lead. 


’ National Lead’s Subsidiaries 

National Lead itself is a producer of 
a diversified range of materials grouped 
under the heads of painters’ supplies, 
bearing metals, plumbers’ materials, 
printers’ metals, canners’ materials, vari- 
ous kinds of oxides, putty, linseed and 
castor oils, and miscellaneous lead com- 
pounds. In addition, the company owns 
all or part of the shares of thirteen sub- 
sidiaries, whose plants are distributed all 
over the country, and some in England. 
They produce paints, castor oil, construc- 
tion accessories like expansion bolts, zinc 
and tin, and ammunition, in the case of 
the United States Cartridge Company. 

The situation in the case of the latter 
company is interesting. It was one of 
those hardest hit by the transition from 
war to peace, but plowed in a goodly 
share of its war earnings into new equip- 
ment, which now enables it to turn out 
a diversified output of delicate machinery. 
For instance, it is now making electric 
motors and automatic machinery, its car- 
tridge business now being a small part 
of its production. National Lead now 
owns all the outstanding shares of this 
company, though it is understood that it 
will not benefit directly from the profits 
of the subsidiary concern through in- 
creased payments by the latter to the 
parent company. 
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The earnings of National Lead are 
rather difficult to interpret properly, as 
the 1918 figures, the latest available, dif- 
fer from all preceding ones in that they 
include the earnings of all companies 
whose stocks are owned entirely by Na- 
tional Lead. The subsidiaries mentioned 
above are said to be controlled by owner- 
ship of “all or part” of the capital stock, 
but no differentiation is made, so that 
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it is difficult to tell just what effect the 
inclusion of some of the subsidiaries has. 

In any case, as shown by the attached 
figures, the 1918 earnings were somewhat 
less favorable than those for 1917, but 
both are considerably better than any 
before in the company’s history. A con- 
servative dividend policy in regard to 
these large earnings has permitted the 
building up of a surplus of large dimen- 
sions, according to the 1918 figures about 
$26.76 a share in the ten years since 
1909. Before 1917 the policy had been 
to vary dividend payments according to 
annual earnings, leaving a margin of 
somewhat less than $1 a share in most 
cases. Increased earnings have brought 
a widening of this margin rather than 
an increase of corresponding size in the 
dividend disbursements. 

The company has always shown a ten- 
dency to provide for reasonable contin- 
gencies by the creation of special reserve 
funds. For instance, in 1918 a possible 
decline in the price of lead, which might 
have had serious consequences because 
of the large inventories which the com- 
pany has to keep on hand because of 
the nature of the business, was provided 
for by a “metal reserve” of $1,000,000. 
As the price of lead has gone up, and 
not down, the inventories have conse- 
quently appreciated rather than depre- 
ciated. 


A “promotion reserve” of the same 
amount was also established in the same 
year to provide for development work 
on new properties and processes, which 
have proceeded satisfactorily according to 
company officials. Total reserves for 
1918 amounted to $3,293,241, compared 
with $700,000 the year before, $300,000 in 
1916, and nothing at all previously. 

The net working capital of the com- 
pany has increased but slightly as the 
amount of business done increased, hav- 
ing been $11,231,831 in 1911, and $13,- 
070,787 in 1917. The stock is well secured 
by assets, net tangibles behind each share 
of common as of Dec. 31, 1918, being 
about $181. ; 


Relations with Subsidiaries 

The company’s policy toward its con- 
trolled companies has been that they 
should keep most of their earnings, turn- 
ing in as dividends to the arent com- 
pany a comparatively small and station- 
ary proportion. The result is shown in 
a surplus of $6,673,861 for the subsid- 
jiaries, in addition to the $9,986,046 sur- 
plus credited to the National Lead Com- 
pany, or about $32 and $48 respectively 
per share of National Lead common, a 
total of over $80 a share. 

The stocks and bonds of companies 
not entirely owned by National Lead are 
carried at $8,553,095, indicating that com- 
paratively little of National Lead’s prop- 
erty is not owned practically outright 
either in the name of the parent concern, 
or in that of subsidiaries, all of whose 
stock is owned by the parent company. 


Capitalization 

While the company*has no funded debt 
of its own outstanding, it is responsible 
for $9,715,000 of bonds of subsidiary 
companies. The preferred stock has a 
par value of $100, and there are $24,367,- 
000 of it outstanding out of an authorized 
amount of $25,000,000. It pays 7 per cent, 
and has an uninterrupted dividend record 
stretching back to 1893. It is preferred 
as to assets and dividends, and is re- 
deemable at not less than par and ac- 
crued dividends. It is a high-grade in- 
vestment stock, and at a late price of 
108 yields about 6.48 per cent. 

The common stock is also well se- 
cured, and its earning power seems to be 
on the up-grade, in view of the building 
situation, and the acquisition of a good 
earner in the United States Cartridge 
Co. The surplus would suffice to keep 
dividends at the present rate for seven 
years more, and the conservatism of the 
management has been demonstrated by 
its dividend policy in the past. At its 
present price of 77 it yields about the 
same as the preferred, about 6.49 per cent, 
and is to be regarded as a sound pur- 
chase for investment, with appreciation 
possibilities either marketwise or in in- 
creased distributions to holders of the 
common stock. 
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Rand Mines, Limited 


World’s Leading Gold Security on the American Market — Are the Shares an Investment 6r 
Speculation? 


BOUT a month ago a prominent firm 
of local bankers offered American 
investors the opportunity of sub- 

scribing to an issue of 60,000 “American 
shares” of Rand Mines Limited at $40 a 
share, and so far as can be judged, the 
offering has been a success. Investors 
doubtless recall that frevious importa- 
tions of so-called “British Securities,” 
notably Royal Dutch and Shell Transport, 
have benefited those who bought early. 

Mexican Eagle and De Beers are the 
two others of the quintette that have 
traveled across the pond and have had a 
good reception. THE MAGAZINE OF 
Wat Srreet was, by the way, the first 
financial publication to call attention to 
Mexican Eagle at 16, the present writer 
having highly recommended it at that 
figure more than a year ago. It went 
above 60 subsequently. 

American investors no doubt are 
watching for similar opportunities, and a 
good many well-informed people believe 
that Rand Mines may prove a real little 
bonanza, surpassing all other “importa- 
tions” mentioned. 


What Are the “American Shares”? 

The 60,000 shares sold to local investors 
are not definitive shares in the Rand 
Mines Limited: In the plainest sense they 
are certificates of equity; or, as one writer 
calls them, “script-tokens,” entitling the 
holder to participate in the dividends and 
rewards accruing to the block of stock 
totalling 150,000 shares of real stock in 
the Rand Mines Limited, held by the 
bankers who now make the offering. 

It will be noted that the “American 
Shares” are to be issued in the ratio of 
one of the latter for two and a half Rand 
Mines Limited (the bankers call the latter 
“Sterling shares”). Nowhere in the 
prospectus do we find any representation 
that the holder of American shares will 
hold a single share of Rand Mines Lim- 
ited. Of course, so far as dividends and 
income are concerned, he would be in the 
same position as if he held the original 
stock. Also, if Rand Mines Limited should 
go up in price on the London Stock Ex- 
change, presumably the “American 
Shares,” which it is stated will be listed 
on the New York Stock Exchange, 
should also go up. 

But there are some obscure points and 
some doubts on the subject not cleared 
up by the literature of the bankers making 
the offering. 

As we understand it, a block of 150,000 
original shares of a par value of 5 shil- 
lings (normally and approximately $1.25) 
was acquired for “whom it may con- 
cern.” This block of stock only repre- 
sents a fraction of the Rand Mines Lim- 
ited, since it has 2,125,995 shares out- 
standing, all of one class, without pre- 
ferred stock or funded debt. 
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Who owns this block of 150,000 original 
(“Sterling”) stock, how much was paid, 
why and how it was bought, or what they 
are going to do with it is not very clear. 
But the process of creating the new offer- 
ing is astonishingly simple. 

The block of 150,000 shares was re- 
capitalized, if such a term can be used 
for simplicity. Against it, mew  cer- 
tificates were printed in the ratio of one 
new certificate for every two and a half 
held, namely 60,000 new “shares” against 
the 150,000 “Sterling” stock held. The 
whole was then deposited under an agree- 
ment with the Bankers Trust Company, 
and as fast as one American share was 
sold at $40, two and a half of the British 
product was set aside, tabled and labeled 
as belonging to its companion $40 stock. 
It might not have been done quite that 
way, but the more legal and dignified way 
actually employed, without a doubt 
amounts to the same thing. 

Therefore, the buyer of one “American 
Shares” at $40 has an equity in two and a 








Price and Dividend Record of Rand 
Mines, Ltd.—1909-1919. 


Per Cent 
of Dividend 
to Par Amount of Range 
of Stock Dividend of y as 


Year 

1909 350% 
1910 220% Ils 
1911 220% lls 
1912 220% lls 
1913 220% 11s 
1914 220% 1ls 
1915 170% 8s6d 
1916 155% 739d 
1917 150% 736d 3 4/5-2 9/16 
1918 125% 6s3d 3 9/16-2% 
1919 105% 5s3d *4-3* 

*A pproximate. 


17s6d 10 23/32-7 9/16 
9 21/32-8 3/16 
8 13/16-6 3/16 
7 3/16-5 15/16 
7 5/16-5% 
69/16-4% 
5%-4 1/16 
411/32-3% 








half British shares, and simple arith- 
metic tells us that if he owns 40 “Amer- 
icans” he would really be the owner of 
100 “Sterlings”—or $1,600 for a real live 
block of British stock. 

The trouble is that, assuming he has 
bought, and has it, what is he going to 
do with it? : 

Well, the owner doesn’t know, because 
the real ownership of the big block is 
vested in the “pool” or syndicate, or per- 
son, or corporation (or whatever ft might 
be) that owns the real block of 150,000 
solid sterling British stock; and that 
owner is not telling. 

It is not certain that, however valuable 
or desirable the American shares may be, 
when or how the American buyer of 
these certificates will ever come into 


possession of the Rand Mines Limited, 
whether the latter will be distributed at 
all, who will vote on the said block of 
150,000 original shares, or even why the 
existence of “American shares,” when an 
American investor can go direct to the 
London market and buy his own Rand 
Mines, Ltd., at the same price—and some- 
times can get the better of the bargain 
by special weakness in the London 
market. 

There is an obvious advantage in being 
a direct stockholder of a _ corporation, 
getting direct notice of “what is doing,” 
and not depending upon a local market 
that may be created for localized stock, 
when the original stock has almost an 
international market, being known on all 
the principal exchanges of the world. A 
ridiculous analogy can be indicated in the 
desirability of buying cigars at the United 
Cigar Stores or any other leading tobac- 
conists, rather than through the nearest 
delicatessen establishment—although the 
worthy proprietor of the latter may stock 
cigars alleged to be “just the same.” 

Bankers behind the present offering 
are of a high-grade character: everybody 
connected with the plan has a splendid 
record. The Transfer Agent and De- 
pository is the Bankers Trust, while the 
registrar for the local stock is the Chase 
National Bank. The enterprise itself is 
one of the world’s most important indus- 
tries, and the Rand Mines Limited goes 
back to 1893, and some of its sponsored 
“subsidiaries” are more ancient than that. 
More is the pity that the sponsors did not 
see fit to offer actual original stock, defi- 
nitive certificates of ownership in Rand 
Mines Limited, and allow the investor to 
do his own thinking and acting as to 
what he would do with his investment 
when he bought it. It must be confessed 
that the “pool” idea back of the offering 
does not add piquancy to the investment 
flavor of the whole. 


Is Rand Mines a “Has-Been”? 

Rand Mines Limited is really a holding 
company and does no mining. Such min- 
ing claims as it held in the past have been 
disposed of. It owns about 1,680 claims, 
water rights, freehold and leasehold 
farms and other mining property, out of 
which it does not seem to be deriving any 
important income. Its main holdings 
consist of shares in about 25 of the lead- 
ing and prominent gold mines of the 
Witwatersrand district in the Transvaal, 
South Africa. This district has been one 
of the richest gold areas ever discovered, 
and for twenty years past has supplied the 
British Empire (together with Australia) 
with most of its gold. Even now, the 
Witwatersrand mines, although being 
worked to the limit for the balance of 
the riches they still probably possess, find 
it hard to supply the big demand on the 
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British Empire and its dominated Indian 
Empire with the precious metal. 

In the plainest sense, Rand Mines 
Limited does not own or control its so- 
called subsidiaries. It owns large blocks 
of stock in some of the best producing 
mines, in some cases sufficient to give it a 
voice, in others no more than any 
ordinary but wealthy investor in these 
same mines might have by buying its 
shares. Its holdings in these 25 mines 
run as high as over 800,000 shares of 
Crown Mines Limited (one of the best) 
to as low as a little over 5,000 shares in 
such concerns as the Pretoria Portland 
Cement Company and the Springs Mines 
Limited. Like a very wealthy investor, it 
depends upon the dividends it receives, 


but by reason of its substantial stock-- 


ownership, affiliations with its “sub- 
sidiaries” and mining connections, un- 
doubtedly exercises a considerable influ- 
ence upon the mining companies giving it 
its revenues. 

Rand Mines Limited has had a re- 
markable dividend record based on its 
capitalization of £5,311,498. From 1908 to 
1918 dividends annually were on the aver- 
age of a trifle over £10,000,000 annually, 
or nearly double its capitalization every 
year! Some dividends have been paid 
without a break since 1903. Based ap- 
proximately on present rates of exchange, 
these dividends were about $35,000,000 an- 
nually on a capitalization of about $17,- 


Facts About 


“What Is the Matter with the 
Street, Who Has 


HIS question is a logical one, espe- 
cially so at this time, when the 
searching spotlight of the investor 

is being turned onto his and his friends’ 
investments in Texas companies. 

Many things enter into considering the 
actual “whys” and “wherefores” of this, 
and a survey of the two principal and 
well known oil producing fields in Texas 
—the noted Ranger and Burkburnett 
fields—may show many an investor some 
of the reasons why his particular com- 
pany “flivered” out. 

Two main reasons explain the failure 
of most companies to make a “go” of 
things. The first is the over enthusiastic 
belief that there was more oil to the 
acre than actually “panned” out. The 
second is that many oil companies were 
greatly overcapitalized. 

Immediately following the bringing in 
of the Ranger field, and later of the 
Burkburnett field, many companies were 
organized, most of which had but very 
small holdings, some only a townsite lot 
or one acre. Many of these companies 
were organized on the mistaken idea that 
the supply of oil was inexhaustible and 
mo consideration was given to the thick- 
ness and porosity of the oil bearing 
sands. This was due to a lack of knowl- 
edge and experience in producing oil by 
the people buying the properties and fi- 
mancing these many companies. Experi- 
ence in the other fields has taught the 
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500,000 (using $3.50 as a mean average to 
express present exchange rates). 

The stock in past years has been tre- 
mendously profitable to early investors 
but, in the writer’s judgment, the table 
“A” possesses more than ordinary sig- 
nificance. It shows clearly that what has 
been is ancient history on the face of it. 
Taking 1909 and 1919 for a basis ot com- 
parison, it will be seen that earnings 
have declined 245%, and that the divi- 
dend disbursement is less than one-third 
the old rate—which is some drop. All 
the way down, the table is a record of 
past glory. Of course, conditions are 
trying just now, materials high, labor 
dear, and efficiency at a premium. But, 
what about the consistency of the table 
from 1909 onward, as proving the down- 
ward tendency of earnings and dividends. 

The complete answer is: gold mines do 
not last forever, and the mines paying 
dividends to the Rand Mines Limited 
are gradually hitting the low-grade and 
more unprofitable ores. As mining goes 
deeper, it gets hotter and more uncom- 
fortable, and miners like more money for 
going down to the depths to get the 
gold. 

A well qualified local engineer esti- 
mates that the subsidiaries of Rand 
Mines produce about $93,000,000 in gold 
annually—about 1% times the United 
States and Alaska output. The share of 
the Rand Mines, Ltd., in this 1s about 





$13,000,000. Due to conditions familiar 
to every one, net earnings have shrunk 
to the extent that the equity of the Rand 
Mines Limited in 1919 in its share of the 
output was no more than $2,000,000. 

Whereas, in 1914, Raxd Mines received 
well over £1,000,000 in dividends in 1914, 
the returns of 1918, 1919 and 1920 (the 
latter estimated) will not exceed £400,- 
000 annually on the average: in other 
words, Rand Mines income will be around 
40% of the 1914 figure. 

This drop is not so important as the 
fact that the exhaustion stage is now six 
years nearer—no matter when the last 
shovelful of ore may be mined. 

If, as it has been estimated by the 
engineer referred to, the 1919 income 
from dividends will not exceed $1,500,000, 
then the origirial stock will pay about 70 
cents a share, and the “American shares” 
$1.75. Such a return on a price of 38- 
40 does not make any mining stock a bar- 
gain. Obviously, a commitment could not 
in any sense be called an investment, and 
the hope lies: , 

In a reduction of mining costs with 
greater output. 

Buoyancy of the mining shares market. 

Restoration of exchange rates to 
normal. 

Speculative activity on the local market 
for the “American shares.” 

The writer cannot grow enthusiastic 
on the subject. 


the North Texas Oil Fields 


North Texas Oil Fields?” Inquires the Average Man in the 
Been a Consistent Investor in Texas Oil Stocks 


successful oil producers that the amount 
of oil that can be taken out of a certain 
tract of ground is determinable. 

From the production secured in Okla- 
homa and Mid-Continent and other fields, 





AN OIL WELL AFTER A “SHOT” 
Gusher “Coming In” in the Goose 
Creek, Texas, field 


it has been found that the relation be- 
tween the thickness and porosity of the 
sand and the amount of oil recovered, is 
very definite. Last June, when the ex- 
citement was on in Burkburnett, much 
property was sold at a figure that would 
have necessitated the recovery of at least 
50,000 barrels per acre to pay back the 
purchase price, to say nothing of leaving 
a profit. This would be a greater yield 
than any other field had ever produced. 
Many operators of long experience esti- 
mated that 25,000 barrels per acre would 
be recovered. The truth of the matter 
is that developments have shown that the 
owner who recovers 8,500 barrels per 
acre will be very fortunate. 

Burkburnett furnishes the most flag- 
rant instance of the town lot and small’ 
acreage drilling, the ground being literally 
“pockmarked” with derricks. 

Wells that were producing 2,500 to 
4,000 barrels per day in July are now 
only producing 50 to 100 barrels per day. 
The average production per well is now 
86 barrels. This remarkable decline is 
due to the closeness of the wells. This 
is another confirmation of the fallacy of 
close drilling, and bears out the experi- 
ence of other fields in which this sort 
of development has been prohibited. 


Ranger Wells Have Short Life 


On the Ranger field, it has been found 
that the wells exhaust themselves even 
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quicker than in the Burkburnett. They 
do not have a sand such as is found 
in Oklahoma and other oil producing 
territories, but the oil is found in a black 
lime which is very thin and hard. There 
have been examples of wells which 
flowed 12,000 barrels per day when 
brought in, but which only produced 10 
barrels per day three months later. It 
is generally recognized that the wells in 
the Ranger field will entirely exhaust 
themselves in 14 months after the time 
first brought in. Very often wells, which 
come in from 500 to 2,000 barrels per 
day, do not even pay the cost of drilling. 
It is claimed that 60 per cent of the wells 
drilled do not even return the money 
invested for drilling. There have been 
many notable instances where producers 
who were not well versed in the relation- 
ship of the recovery of oil to the thick- 
ness and porosity of the sand, lost mil- 
lions of dollars. 

For instance, one company, composed 
of a country lawyer, a country banker 
and a small town merchant, owning 40 
acres, organized a company among their 
fellow townsmen, capitalized at $100,000. 
This acreage was about the center of 
the field and they drilled and brought 
in a well of initial volume of 3,500 barrels 
per day. Shortly afterwards they were 
offered $3,000,000 for the property, but 
turned it down for the reason that the 
income tax would have taken a large 
proportion of this amount. The well is 
now dry and the property not producing. 
For the reason of their not being ex- 
perienced oil producers, they were un- 
able to judge the amount of production 
that they could recover from this acre- 
age. Not only did they lose their chance 
of getting $3,000,000 for the property, 
but they also expended their original 
capital in trying to keep up their pro- 
daction, which finally ceased some four 
months after the first well was brought in. 

The rate of decline of production in 
this field has proven that 5,000 to 6,000 
barrels per acre is the largest amount 
that can be recovered in this territory. 
In the average oil company, whose stock 
is dealt in on the Curb, examination 
shows that it is usually built around a 
5 to 60 acre tract. This is usually the 
only property included in the total acre- 
age that shows any actual production. 
The people promoting the company usu- 
ally purchased a tract of this size on 
which there was production and to this 
added a large amount of acreage, which 
was usually many miles from any known 
oil field, and advertised that they had 
“so many thousand acres in Texas,” 
leaving the prospective investor to as- 
sume that all of this acreage was located 
in territory where oil had been found. 
Naturally there was no increase in pro- 
duction of any consequence as time went 
on. Dividends of an unusually high rate 
were paid the stockholders. These divi- 
dends usually represented the major por- 
tion of the money received by the com- 
pany from the sale of its oil, but noth- 
ing was put aside as surplus to be spent 
either in the purchase of additional oil 
properties or in the search for oil. 

This might be likened to a man in- 
heriting a small shoe store, who sells 
all his shoes and spends the money in- 
stead of replenishing his stock. 


for FEBRUARY 21, 1920 


Comparative Guide to Leading Oil 
Stocks 


Ratings Based on Earnings, Assets, Dividends, Capi- 
talization, Management, Present Price, and Prospects 


Note.—In previous issues we have classified and rated oil securities in 
roups thus: Standard Oils, N. Y. Stock Exchange issues, N. Y. Curb Group, and 
Gicstibastes. Ratings were assigned, and are here continued from A to G, 
rating A being the highest and G the lowest. The first named places the secur- 
ity in the investment class, B is a business man’s semi-investment, C is a spec- 
vestment, D a speculation; E. F. G. are more risky. 


Atlantic-Lobos Oil Preferred Stock. 
This is the company that is made up of 
the Mexican Oil interests of the Atlantic 
Refining Company and the Port Lobos 
Petroleum Corporation. It will become 
one of the most important producers 
and refiners in Mexico. This company 
has 200,000 shares of preferred stock of 
a par value of $50 outstanding, and this 
issue already sells of 125. This is be- 
cause it is a 16% cumulative and par- 
ticipating issue, receiving its $8 divi- 
dend out of the first earnings, and 
shares with the common stock in all 
other dividends declared, equally with 
the common. The present yield is 
6.4%, and the high price of the stock 
points to the belief of those who are 
willing to pay the price, that they ex- 
pect better things out of the surplus 
earnings of the company when its large 
holdings in Mexico are further developed. 


* Rating Al. 


Atlantic Refining Co. Preferred Stock. 
This stock sells between 113 and 115, 
and although not enjoying quite the same 
prestige as S. O. of N. J. pfd., is in its class 
so far as safety goes. This is also a 7% 
cumulative non-voting stock of which 
$20,000,000 is authorized. When it is con- 
sidered that the common stock of the same 
company is scarce between $1,500 and 
$1,700 a share, it can be judged that the 
preferred stock is sufficiently high-grade 
to be a suitable depositary for investment 
funds. Yielding over 6%, this issue is 
quite as good as some bonds yielding less. 
Rating about A. 


Chesebrough Manufacturing Prefer- 
red Stock. This is the famous com- 
pany that makes “vaseline” a patented 
name that has found its way into the dic- 
tionary. Many other companies also make 
petroleum jelly, but they cannot call it 
“vaseline” nor say “it’s just as good.” 
Therefore, Chesebrough has a wonderful 
monopoly of a world-known product. 
The war has given this concern an addi- 
tional advertising boost worth millions 
(not carried in its balance sheet). As a 
7% cumulative non-voting stock, and only 
$1,000,000 authorized, selling at 107 to yield 
6%% this looks like an investment bar- 
gain. The common stock deservedly sells 
around $300 a share and formerly as high 
as $1,000,000. I cannot foresee conditions 
under which the dividend would not be 
paid, and this preferred stock cease to be 
regarded as a gilt-edge investment. Is 
cheaper than the other two because the 
yy es is relatively small. Rating about 


Cities Service Preferred Stock. This 
is a 6% cumulative preferred stock that 
sells around 75 to yield 8%, and as the 
company earned over $20,000,000 net last 
year, it looks as if one need have little 
fear. Even before the company became so 
prominent in “oil” the preferred dividend 


was earned by a large margin. Between 
1914 and 1916 it got into arrears, but 
paid up 14%4% in arrears in 1916 and has 
maintained its regular dividend since. 
The company has been one of the won- 
ders of the oil world, has efficient and 
aggressive management, and there is a 
strong buffer between the preferred 
and trouble in the substantial common 
stock issues that follow the senior 
stock. Rating about B. 


Cosden & Co. Convertible Bonds. 
The entire funded debt of Cosden & Co. 
amounts to about $10,000,00 in 6% convert- 
ible bonds, due respectively 1926 and 1932. 
The total assets behind these bonds are 
valued around $50,000,000 while liabilities 
are conservatively no more than $10,000,- 
000. This leaves an “equity” of about 
$40,000,000 for bondholders—or four times 
the funded debt. Obviously, the security 
seems ample. Interest requirements are 
about $600,000. The company has been 
earning between $7,000,000 to $10,000,000 
annually available for interest charges, 
and even if these should be cut in two, 
bondholders seem amply secured. These 
bonds are listed on the Baltimore Stock 
Exchange, and may be listed on the N. 
Y. Stock Exchange eventually. Last sales 
were around 96, and the straight yield is 
over 64%. The company has the right to 
redeem these bonds at 110, but indications 
are at present that these will be gradually 
retired in the open market. These bonds 
are convertible into the common stock at 
$13, which means that for $1,300 in bonds 
the owner can receive 100 shares of Cos- 
den common stock at any time before ma- 
turity of bonds. The stock is selli 
around 9 now and may one day sell m 
higher. The “call” on the stock is worth. 
while. Rating about A, 


Preferred Stock. This stock, par $5, 
fluctuates between 4% and 4% (inactive) 
and apparently little offered. This is a 7% 
cumulative preferred issue, and the yield 
would be approximately 8%, which is 
generous considering the security. The 
“equity” behind this issue is about $30,000,- 
000 compared with under $4,900,000 in 
preferred stock outstanding. Earnin 
seem more than ample to cover dividends. 
This preferred stock is convertible into 
the common at $15 a share at any time. 
Rating about B. 


Mexican Petroleum Preferred Stock. 
The 8% non-cumulative preferred stock of 
this leading Mexican Oil Company is out- 
standing to the extent of $12,000,000 and 
the company has been earning the equiva- 
lent of between $5,000,000 to $7,000,000 
annually, after very liberal charges-off. 
With a preferred dividend liability of less 
than $1,000,000 annually it can be seen 
that earnings would have to take an 
enormous drop to reach the danger-point. 
At 102-104 the yield is about 7%4%, 
which is quite large compared with the 
“risk” involved. Rating about A. 





Ohio Cities Gas Preferred Stock. 
This is a very inactive issue that is no 
less attractive for those who look to in- 
come and a good degree of safety. The 
stock fluctuates between 80 and 83, and 
paying $5% on a par of $100 yield about 
6%%. The authorized issue amounts to 
$10,000,000 and is followed by $46,000,000 
in common stock—the latter a popular 
medium for speculation and investment. 
The earnings are sufficiently high to insure 
a very comfortable degree of safety for the 
preferred stock. The preferred dividend 
has been maintained at this rate for 5 
years, and is cumulative. Rating A. 


Pierce Oil Preferred Stock. This is 
a new issue created in July last to take 
up the company’s debentures. It is an 8% 
cumulative issue of which $15,000,000 is 
authorized, and this will ultimately re- 
place the entire funded debt of. the com- 
pany. The par value of this new issue is 
$100, which is a denomination more popu- 
lar with investors than that of the com- 
mon, which is $25. This issue is followed 
by over $20,000,000 in common and the 
total assets are conservatively over $20,- 
000,000. The common stock has a book 
value of nearly $40 a share, so no fault 
can be found on the ground of security. 
The stock is selling around 95 (the low 
of the year) to yield 8.4% and looks like 
an investment opportunity. This stock is 
convertible up to January 1, 1923, into the 
common at par ($25). The convertible 
privilege has a chance of becoming worth 
something. Rating about B. 


Standard Oil of N. J. Preferred Stock. 
This is a 7% cumulative non-voting pre- 
ferred stock of which $100,000,000 is au- 
thorized. This senior Standard Oil Com- 
pany earns over $100,000,000 annually and 
the prestige and resources of the entire 
group are behind this issue, which is in the 
same class as U. S. Steel preferred. There 
are no bonds preceding any Standard Oil 
issue and a price of 115 for this issue to 
yield a trifle over 6% shows its class. If 
S. O. of N. J. pfd. sold between 125 and 
130 this would be on a 5.4-5.6% basis, and 
this is the least rating it is entitled to 
under better conditions. Rating about Al. 


Standard Oil of Ohio Preferred Stock. 
This is also a 7% cumulative non-voting 
preferred stock, authorized to the extent 
of $7,000,000, and sells around 113, The 
common stock that follows the issue sells 
above 500 most of the time. Values be- 
hind this issue exceed $35,000,000, and 
with the common able to pay from $16 to 
$24 in dividends and “plow back” hand- 
some sums to surplus, quite obviously this 
is among the best of investments for in- 
come. A price of 125 should be reached 
when conditions moneywise improve. Rat- 
ing about A. 





BACK NUMBERS 

I appreciate the difficulties of the 
publishers at the present time, with 
cost of materials and the unrest of 
labor; it is not all honey and roses 
trying to get out a magazine or a 
paper. Lately I have been looking 
over ome of the back numbers and 
it is surprising the wealth of in- 
formation I had somehow missed 
on the first reading—G B. D., 
Massachusetts. 
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Market Statistics 


N.Y.Times Dow, Jones Avgs. 
40 Bonds 20 Inds. 
70.7 103.82 


Saturday, Jan. 31 
Monday, Feb. 2 
Tuesday, Feb. 3 
Wednesday, Feb. 4... 
Thursday, Feb. 5 
Friday, Feb. 6 
Saturday, Feb. 7 


Tuesday, Feb. 10 
Wednesday, Feb. 11... 
Thursday, Feb. 12... 


Friday, Feb. 13 92.66 


N. Y. Times 

—50 Stocsks—~ 
High Low 

? 87.29 
86.98 
84.65 
82.08 
81.08 
79.27 
80.84 
80.29 
78.66 
76.73 


20 Rails 
74.68 
74.68 
73.56 
71.97 
71.51 
70.83 
71.40 
71.09 
69.00 


67.83 1,388,265 


HOLIDAY 


69.38 75.45 1,345,420 








When to Buy Non-Taxable Securities 


(Continued from page 529) 


amount of taxable income obtainable with 
advantage, so we must now deduct this 
amount, $280, in obtaining the “income 
reference figure” to use with the graph. 
This gives us $29,000 as the “income ref- 
erence figure.” 

Now turn to the graph and locate 
$29,000 on the income scale at the left. 
From this point follow horizontal line to 
the right until it just touches the flight of 
steps marked 4.50%. If it touches half- 
way up a step or at top or bottom of a 
step, never mind; from the first point 
reached, drop a line vertically to the 
bottom scale, where 5.7% is indicated in 
this case. 

This is for all practical purposes the 
yield desired. What slight error exists 
comes from choosing the rate at which 
the individual invests his $200,000. But 
the investor may rest assured that as 
long as this chosen rate reasonably ap- 
proximates the yield desired, the result 
will be practically correct. 

We have found that this individual can 
invest to better advantage in taxable bonds 
yielding from 5.7% or more, than in non- 
taxables at 4.50%. Now let us look into 
his present holdings of non-taxables and 
see if he should not take advantage of 
present high rates in taxable bonds by 
switching some or all of these non-taxable 
investments. 

He receives $3,500 from non-taxable 
sources. Let us suppose he is obtaining as 
high as 4.75% from these bonds. He has 
about $74,000 so invested, let us say. If 
these were all switched to taxables at 6% 
he would add $4,400 to his taxable income. 
Adding $4,400 to $12,000 derived from in- 
vesting his $200,000 at 6% gives $16,440 
total additional taxable income, which 
compares favorably with $21,000 found 
above to be the amount of additional in- 
come which he could assume with profit. 


The Effect of Tax Reduction 

Apart from the effect of taxes on the 
individual case, it should be realized that 
well secured corporation and foreign 
government bonds are selling at prices 
to yield abnormally high returns. The 
principal causes are the reduced purchas- 
ing power of the dollar and the confisca- 
tion of income through the operation of 
the Federal surtax. Should the purchas- 


ing power of the dollar increase and 
taxes, especially surtaxes, be reduced, 
rising bond prices would naturally fol- 
low. 

Investors are just awakening to a 
realization of the fact that the narrow- 
ing of the general investment markets 
for all classes of taxable bonds is mak- 
ing it increasingly difficult, if not im- 
possible, to handle the necessary volume 
of bond issues required to meet the 
financial needs of the railroads and pub- 
lic service corporations; to say nothing 
of absorbing the volume of foreign bond 
issues necessary to the rehabilitation of 
the countries of Europe. 

The importance of this fact almost in- 
sures, in the opinion of the writer, the 
probility of a diminution of the Fed- 
eral surtaxes through legislative action 
in the reasonably near future. 

There is some point at which the ap- 
preciation in the principal of taxable 
bonds will offset savings in net income 
which the investor attempts to secure by 
investing in non-taxable securities. Any 
substantial reduction in surtax rates 
alone should affect these two classes of 
investments in opposite ways; the value 
of taxable bonds should improve, where- 
as, the value of tax-exempt bonds should 
decline as the result of the same statu- 
tory change. 





“Over-the-Counter” No Guarantee 

In recent years there has been a great 
increase in the number of stocks which 
are dealt in over the counter. The public 
seems to imagine that these stocks are 
safer to own than the stocks on the ex- 
change in which there is usually a big 
speculation. Thac is a false idea. The 
stock in which there is a-big speculation 
may have more minor fluctuations, but as 
regards the wide movements it adjusts it- 
self to the conditions more accurately than 
it would if it were unlisted. 





TEXAS COMPANY.—Buys Steam- 
ers.—The company bought 13 oil tank 
steamers, aggregating 120,000 deadweight 
tons, 8 of which have been completed and 
Shipping Board for $20,000,000. Vv. 25, 
No. 5, P. 345. 
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KICKLESS 


Prohibition and oil are not often linked 
as a market topic, but when Middle 
States Oil started sliding off recently, an 
investor who was heavily committed in 
it asked another trader what really was 
the matter. The stock was dropping, 
rallying, and dropping again with appar- 
ently no bottom. 

“Got no kick to it,” the unfortunate 
holder observed. 

“Nope,” Trader No. 2; “it’s like near- 
beer !” 

“Huh!” said Trader No. 1, disgustedly, 
“acts more like a near-oil.” de V. 


* * £ 


We received a prospectus of the Good- 
night Oil Company a few days ago. 
There was no enthusiasm around the 
office to buy it. But what’s in a name, 
anyhow? 


* * . 


The organist in a cow-town out in Colo- 
rado always kept suspended above his 
Estey a sign which read “Don’t shoot the 
organist—he’s doing his best.” 


~ * * 


Broker A—I sent old Newrich a call for 
more margin. He went right up in the 
air. 

Broker B—Sort of high financier, eh, 
what? 


* * ~ 


The” wool of the northern sheep, if 
transported to the tropics, changes to hair. 
If they remain in the financial district 
they become bald. 





BOOBS’ INQUIRY COLUMN 


MAGAZINE OF WALL STRRET: 

Please tell,me where I can find Mr. 
Pier Pont Morgan? 

Answer—Last we saw him he was out 
on the end of his own Pier. 


* x * 


Book DEPARTMENT: 

Please send me, free of charge, “Cuba, 
the Winter Paradise.” 

Answer—We’'d like to, but it sticks so 
tightly to the map we can’t get it loose. 

* * * 
Mr. Eprror: 

Dear Ep—I’ve been reading a lot about 
the Einstein theory lately. Is this Einstein 
the broker? If so, what is his theory? 

Answer—Too technical for us. Ask 
Einstein. 








Dear Epitor—I’'d like to buy something 
for a quick turnover. What do you 
recommend ? 

Answer—Go to Childs’ and ask them to 
put you long of Buckwheats. They give 
you the quickest turnover in the Street. 


* * * 


Bull—When an Irishman tells me 
about his losses I know he’s not exag- 
gerating. 

Bear—Yes, and when a Scot tells me 
about his profits I know he’s well within 
the truth. 


WOULD BE A POPULAR MOVE 


Apropos of the recent announcement 
that a certain distilling corporation wotld 
distribute its dividends in the form of 
whiskey, may we in the near future ex- 
pect to read the following announcement? 

“American Sugar Refining has declared © 
its regular quarterly dividend of two 
pounds of brown sugar. 

“National Cloak & Suit has declared its 
regular quarterly dividend of one blue 
serge suit, and in addition an extra divi- 
dend consisting of one pair of silk stock- 
ings.” 


* * * 


NIGHTMARES OF AN INCOME TAX 
EXPERT 


Is a tennis professional taxable on all 
his net income? 

How much can a physician deduct for 
operating expenses? 

What happens to a super-tax if there is 
no super left to tax on? 

In reporting winnings at poker, does 
one have to waive immunity from arrest 
for gambling? 

Can a professor of English make de- 
ductions for syntax? Or an upholsterer 
for brass tacks? Or an army officer for 
hardtacks ? 


* * * 


Long—I see a consortium of-—bankers 
is going to underwrite a European loan 
What’s the difference between a con- 
sortium and a syndicate? 

Short—Syndicates usually get five points 
for such an underwriting; consortiums 
ten. 


Adventures of Mr. Wanta Getrich Quick 
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RUSSIAN GOVERNMENT BONDS 


Outlook Improved 

The outlook for Russian Government 
bonds today appears brighter than it did 
before the Allies lifted the blockade; still, 
all things considered, there are too many 
uncertainties in the situation to justify 
rating these securities as anything better 
than a speculation. Should an orderly 
improvement in Russian affairs set in and 
government in that country be securely 
enough established to assure good for- 
eign trade, there might be a substantial 
upturn in the market price of these bonds. 
However, persons who buy them now 
take a risk which can only be considered 
a big one. 





ANGLO-FRENCH BONDS 
Safety Element Assured 

We see no reason for doubt as to the 
future of the Anglo-French bonds. All 
indications point to the indebtedness 
being satisfactorily discharged at matur- 
ity. The low price at which they are now 
selling is due to conditions in the bond 
market in general, especially the demor- 
alization in French and sterling ex- 
changes, but we do not believe the present 
high yield of the bonds can be in any 
way considered a reflection upon their 
safety. 

The British and French governments 
will likely float another issue here a little 
later in the year. Probably holders of 
current issue will be given the alternative 


of exchanging into the new one or of. 


surrendering their present holdings for 
cash. This prediction is not based on 
any official announcement, but is merely 
our conclusion from a study of the situa- 
tion. 


CANADIAN PACIFIC IN BERLIN 
Not for Average Investor 

It would be difficult, perhaps impos- 
sible, to obtain delivery of Canadian 
Pacific stock purchased now through the 
Berlin stock exchange. There are re- 
strictions against sending non-German 
stocks out of Germany at the present 
time, as well as restrictions against im- 
porting German-stamped stocks imposed 
on this side by our own Alien Property 
Custodian. Moreover, although divi- 
dends of 10% a year paid om other shares 
have not been paid since 1914 on German- 
stamped certificates, it would probably be 
impossible to have German certificates 
transferred to the name of an American 
buyer for the purpose of obtaining title 
to these undischarged dividends. 

The wide difference between the price 
of Canadian Pacific stock here and its 
price in Germany is due to the factors 
reviewed above, as well as to the uncer- 
tainty concerning the probable future 
status of German-stamped securities, the 
great disparity between exchange rates 
and innumerable minor factors, such as 
delays in obtaining quotations and in ex- 
ecuting cable orders. 


We would not advise the average in- 
vestor to purchase the Berlin certificates. 
However, the fact that Canadian Pacific 
stock is quoted in Berlin today at around 
1,300 marks (equivalent to about $16) 
having fluctuated from 1,050 marks (about 
$28) last September, continues to be a 
matter worthy of the attention of our 
experts in arbitrage. A 





BANK STOCKS 
Many Desirable Investments 


It is because of the difficulty many in- 
vestors have experienced in obtaining in- 
formation concerning the securities of 
the various banking institutions of the 
country that THe Magazine or WALL 
Street undertook its series of articles on 
“Bank Stocks” which have been running 
now for several issues. Information 
presented in these articles has been ob- 
tained largely from original sources, and 
persons who are considering investment 
in this group would do well to read them. 

It is, of course, impossible for us to 
predict which banks contemplate “stock 
dividends.” However, the Hanover Na- 
tional Bank is in a strong position, and 
is among the National Bank issues 
toward which we feel most favorably dis- 
posed. National Bank of Commerce is 
also in a very strong position, having an 
undivided surplus and profit of well over 
$6,000,000, and a capitalization of only 


- $2,000,000. 


Heretofore, we have been favoring 
Chase National Bank stock but, as these 
shares have since advanced considerably, 
we would now be inclined to suggest a 
switch into First National. The latter 
stock at present sells around $1,000, and 
we believe it should prove a profitable and 
safe investment. 

THe Macazine or WAL STREET in- 
tends to continue its analyses of banking 
securities from time to time. ‘The last 
analysis was of the Bankers Trust Co., 
whose shares we would recommend at 


around $400. 





ATLANTIC LOBOS COMPANY 
A Strong Organization 


The Atlantic Lobos Oil Co. was organ- 
ized in Delaware in September, 1919, as 
a consolidation of the Port Lobos Petrol- 
eum and Atlantic. Oil companies. The 
company is a subsidiary of the Atlantic 
Refining Company, a Standard Oil con- 
cern, and has 200,000 shares of 8% pre- 
ferred stock and 500,000 shares of com- 
mon, no par. The company is expected 
to develop into one of the largest pro- 
ducers of fuel oil and casing head gaso- 
line in Mexico. It is estimated that 
Atlantic Lobos will earn $5,000,000 net 
a year from its refinery, and with crude 
oil deliveries of 45,000 barrels a day, total 
net earnings are expected to approximate 
$13,000,000. These factors should be re- 
flected in the future course of the stock. 
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SOME RAILS AND AMER. TEL. & TEL. 
Appear Cheap at Present Prices 


We think the present a good time for 
investment in the railroad stocks of the 
better class for a long pull. Earnings of 
the Pennsylvania and Norfolk & Western 
companies have fallen off of late, and we 
would not especially favor these two 
stocks. Southern Pacific looks attractive, 
however, as earnings are holding up well 
and there is good reason to expect them 
to increase largely as a result of the com- 
pany’s oil operations. In addition to 
Southern Pacific, we are inclined to favor 
Union Pacific and Pere Marquette. 

We think well of American Tel. & Tel. 
stock. The company recently reported 
$10.34 per share earned on the stock in 
1919, making the present 8% dividend rate 
on the stock appear quite safe. At its 
present price of around ninety-seven dol- 
lars a share, the stock seems to offer ex- 
ceptionally good opportunities. 





IMPORTANT ! 
We have greatly enlarged 


and improved our Investors’ 
Personal Inquiry Service and 
have installed direct tele- 
graphic connections. A nomi- 
nal charge will be made to 
cover in part the growing cost 
of this service. For particu- 
lars please see page 601, 
The Magazine of Wall Street 











U. S. REALTY 5s 
Appear an Attractive Investment 


United States Realty & Improvement 
Co. 5s, due 1924, and now selling around 
81 on the New York Stock Exchange, 
we regard as a very attractive invest- 
ment. Earnings of the company for 
the year-ended April 30, 1919, were about 
3% times interest charges, and earnings 
for the year to end April 30, 1920, are ex- 
pected to be about five times these 
charges. At present prices these bonds, 
if held to maturity, would yield over 10% 
on the investment. 


AMERICAN LOCOMOTIVE 
Outlook Hopeful 


American Locomotive at its present 
price of around 90 offers, in our opinion, 
good speculative opportunities. The com- 
pany is said to be operating at only about 
15% of capacity at present, due largely 
to the adverse foreign exchange situation, 
which is holding back foreign orders. 
When this exchange situation is adjusted, 
however, and our railroads become able 
to make the large equipment purchases 
which are contemplated, companies such 
as American Locomotive should benefit 
materially. 








AMERICAN BEET SUGAR 
Earnings Should Increase 
Various adverse factors combined to 
keep the earnings of the American Beet 
Sugar Co. down in the year to March 31, 
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Cravath & Henderson, 
Counsel, 
52 William Street, 
New York City. 


John A. Griswold, 
Secretary, 
140 Broadway, 
New York City. 








Interborough Consolidated 
Corporation 
To the holders of undeposited 


Interborough-Metropolitan Company 
Collateral Trust 442% Gold Bonds 


Interborough Consolidated Corporation was adjudicated a 
bankrupt on March 28, 1919. This Committee is advised by 
its counsel that the Bankruptcy Act provides that “claims 
shall not be proved against a bankrupt estate subsequent to 
one year after the adjudication,” and that the Courts have 
held that this period cannot be extended. This Committee 
considers it advisable that in addition to any proofs which 
may be filed by the Trustee under the Trust Agreement 
securing your bonds, proofs of claim be filed by the bond- 
holders and, accordingly, the Committee has filed proofs on 
all of the bonds which have been deposited with it, con- 
stituting a majority of the entire issue outstanding. A 
substantial minority of the bonds, however, have not been 
deposited with the Committee or otherwise proved. 


It will also be difficult for the Committee to cause the 
stock of Interborough Rapid Transit Company to be sold 
in enforcement of the Trust Agreement, and to acquire the 
stock for the benefit of the depositors, while so large an 
amount of bonds remain undeposited. 


The Committee has therefore extended to March 15, 1920, 
the time within which bonds may be deposited without 
penalty. After that date deposits will be permitted only 
upon such terms and conditions as the Committee may 


Bondholders are urged immediately to deposit their bonds 
with GUARANTY TRUST COMPANY OF NEW YORK, 
the Depositary of the Committee. Against such deposits 
the rpm will issue its negotiable certificates, which 

e New York Stock Exchange. 


New York, February 11, 1920. 


Charles H. Sabin, Chairman, 

John McHugh, 

Charles A. Peabody, 

Charles S. Sargent, Jr., 

Frederick Strauss, 
Committee. 














1919, but for the current year, ending 
March 31, 1920, earnings will probably 


be much improved; being estimated at - 


$15 a share on the common stock after all 
charges and preferred dividends. {n view 
of these expected earnings, we would not 
advise selling the stock. Although it is 
still in the speculative class, there appears 
to be every reason to expect that the 
company wil benefit substantially from 
the current high price of its product, and 
that these benefits will be lasting. 





UNIVERSAL PETROLEUM 
Not Sufficiently Seasoned 

We would rather be excused from ex- 
pressing an opinion of the firm advertis- 
ing the Universal Petroleum Corporation 
stock. This company is in the promotion 
stage, and the stock, in our opinion, is 
selling largely on the basis of estimates 
of future possibilities which may have to 
be revised substantially downward. We 


fail to see how a valuation of $10,000,000 
for this company (that being its capitali- 
zation at par) can be regarded as war- 
ranted either by proven earning-power or 
possibilities. Stocks of this character, in 
our opinion, are likely to sell substantially 
lower before long and persons determined 
to gamble in them might do well to hold 
off until prices have become more com- 
patible with values. 





U. S. LIGHT & HEAT 

Little Recent Information 
U. S. Light & Heat Corporation was 
taken over by the Willys Corporation 
some time ago, and details of recent de- 
velopments in the company are not avail- 
able. Earnings in the past have been 
small and, as an independent concern, 
U. S. Light & Heat could not be re- 
garded as successful. Now that the 
Willys Corporation has taken it over, 
there is reason to hope for better re- 
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sults, including the introduction of more 
economical methods in the plant, as well 
as an expansion in its production. Per- 
sons holding U. S. Light & Heat might 
do well to keep the stock, but we would 
not endorse new purchases until more in- 
formation concerning the company is 
forthcoming. 


UNITED RAILROAD OF 
SAN FRANCISCO 
Reorganization Near Completion 
We would not advise the sale of United 
Railroad of San Francisco certificates at 





"present prices, as we believe they will sell 


considerably higher as soon as the pend- 
ing reorganization is consummated. In 
an article in the August 2d number of 
THE MaGaAZINnE oF WALL STREET the value 
of these’ certificates was carefully 
analyzed and the conclusion was reached 
that they were entitled to sell in the 
neighborhood of $45. In our opinion, the 
prevailing difference between the appar- 
ent value of these certificates and the 
market price on them will not continue 
much longer. 

Reorganization of United Railroad of 
San Francisco, we understand, is close to 
completion, enough of the bonds having 
already been deposited. 





UTAH CONSOLIDATED COPPER 
Normally a Fair Earner 

Shares of the Utah Consolidated Cop- 
per Co. in the Boston market are selling 
around their lowest prices, largely be- 
cause the company is a high-cost producer 
and also because it has been involved in 
litigation with the Tintic Mining & De- 
velopment Co., the Utah Apex Co., and 
the Utah Metal & Tunnel Co. In 1918, 
the company’s sales totaled over $3,000,- 
000, and the average sales in 1912 and 
1913 were about $1,600,000. Operating 
expenses have been pretty high, amount- 
ing to $2,600,000 in 1918, and resulting in 
a deficit of $200,000 for that year. Earn- 
ings suffered in proportion, droppifg to 
84c. a share, compared with an average 
of about $2. In normal times this com- 
pany is capable of earning at least $2 a 
share on its stock, and a considerable im- 
provement in its affairs may be expected 
as soon as costs come down and large 
copper surpluses now hanging over the 
market start to move. We would not 
suggest purchases of this stock just now, 
but if held at a loss we would not suggest 
sacrificing at these depressed levels for 
copper stocks in general. 





OHIO CITIES GAS 
Has Large Earning Power 

We still think well of Ohio Cities Gas. 
The recent decline in the stock we at- 
tribute to technical market conditions— 
more specifically to the recent raids on 
the oil stocks—and we do not think this 
decline should frighten holders of Ohio 
Cities. Most recent development in the 
company’s affairs has been the acquisition 
of a large interest in the producing prop- 
erties of the Oklahoma Producing & Re- 
fining Co., which should help Ohio Cities 
substantially; also, the company has re- 
cently acquired new refinery and pipe 
line capacity. In our opinion, the price 
of Ohio Cities stock has yet to reflect the 

earning power of the company. 
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HIS table includes many of the active 
bonds listed in the New York Stock Ex- 
change. They are classified but not ne- 

cessarily rec . An endeavor has been 
made to arrange them in the order of desir- 
ability as investments, based upon security of 
princ: and income return. The arrange- 
ment below attempts to balance these two 
patere, This table appears in every 


issue of this magazine. 
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Int. Agricul. 5’s, 1932 
Wilson & Co. 6’s, 1928 
Braden Copper 6’s, — 
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Chic. Gt. West. ist "4s, 1959 
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Col. Fuel & 


Industrial Bonds Texas Co. Sab. e, 1931 
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When you buy shoes you 
ask for the product of a cer- 
tain manufacturer, because 
you have found that his name 
means good value, good ser- 
vice and satisfaction. 























Likewise the success of an in- 
vestment house depends on 
the integrity of its offerings 
and the character of its service. 




















By careful selection of offer- 
ings and a personal interest in 
the transactions of clients, 
Brown, Green & Company are 
establishing their name as a 
trademark of service and sat- 
isfaction. 









































There are many opportunities reioea, 
to subscribe at initial prices to 
sound new investments be- y' 
fore they go to a premium. 



































913 1915 1917 
BROWN, GREEN & COMPANY - = 
Investment Securities herewith. It will be seen that the infor- months, with weekly volumes of trans- 


Street mation comes under four heads: actions in that issue on the New York 
s Ven Tel, Bester 8605. (1) Summarized income accounts for Stock Exchange. : ; 
== half a dozen years or more. These multum in parvo volumes give 
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the investor just the information he 
needs, but which it would involve a great 
deal of labor to compile for himself. The 
more these books are studied the greater 
the number of interesting relationships 
that reveal themselves. 

For example, the low point in the price 
of Baldwin was in March, 1915, while 
most stocks made their low in 1914. The 
reason was that the dullness of American 
business checked locomotive orders, and 
as a short war was then generally ex- 
pected, the probability of war profits was 
not considered of much value to this com- 
pany. And it was perfectly obvious, both 
from price movements and earnings, that 
Baldwin in the 30s was very cheap. 

The sensational advance of 1915 was in 
anticipation of big war earnings. Thesé 
came, but not until 1917; and in the mean- 
time America’s going into the war had 
depressed all stock exchange prices. The 
price of 43, touched in 1917, was simply 
ridiculous in view of the company’s earn- 
ings and business on hand. Both this 
price and that of 154 in 1915 were exam- 
ples of the extremes to which speculators 
may carry the price of a small issue of 
stock. 

It will be remembered that the market 
as a whole made its bottom prices in 
December, 1917, but at that time Baldwin 
did not go as low as in the preceding 
February. The behavior of its price was 
just the reverse of that of 1914-15. This 
was because of the tremendously strong 
position of this company in 1917, and the 
price movement here gave a pretty strong 
hint of what was to come. 

The decline which began in September, 
1918, was clearly in anticipation of peace, 
and therefore the discontinuance of war 
business. It is noticeable, however, espe- 
cially from the weekly price movements 
at this time, that a great deal ot resist- 
ance was encountered—that is, the de- 
cline was much slower than the previous 
advance had been, and around the bottom 
the average weekly transactions became 
very small, showing that stock was not 
coming on the market freely. The rea- 
son was that the whole world was in 
need of locomotives, and investors there- 
fore felt that this company must continue 
to do a good business. Also, a big cash 
surplus had been piled up, increasing the 
equity behind the stock—making it legiti- 
mately worth more money. And _ this 
fact, with the prospect of some sort of 
cash or stock distribution, was largely 
responsible for the bull movement which 
followed. 

Recent developments are familiar. The 
bull position in Baldwin was forced out 
by the compulsory contraction of loans 
by the Federal Reserve Board. At the 
decline, however, this stock is holding its 
own better than many other issues. 

These comments are only samples of 
the great help the investigator can gain 
from this service in the formation of a 
sound judgment as to whether prices are 
too low or too high to reflect fairly the 
outlook for any stock. 
































High Yield For those who wish to invest con- 
Convertible servatively and at the same time im a 

way which will enable them to take 
Bonds full advantage of favorable influences 
in the stock market, convertible bonds 
offer distinct advantages. We suggest 
at a price to yield 7%, a shert term 
convertible bond of the Cuba Cane 
Sugar Corporation, the largest single 
producer of raw sugar in the world. 


Bonbright & Company 


Incorporated 
25 Nassau Street, New York 


Philadelphia Detroit Boston St. Louis Chicago Buffalo 




















Magazine Wall St.: 
Gentlemen—They have got to 
re “i ae you. Your magazine is 
o. 1. 


SMALL INVESTOR. 





WE RECOMMEND 


.. The Immediate Purchase 


LINCOLN MOTORS 


A COMPANY HEADED BY HENRY M. AND W: C. LELAND, 
WHO WERE RESPONSIBLE FOR THE TREMENDOUS SUC. 
CESS OF THE CADILLAC MOTOR CO. 


THE STOCK AT THE PRESENT MARKET IS EXCEPTION- 
ALLY ATTRACTIVE AND, IN OUR OPINION, WILL NOT 
REMAIN LONG AT THIS PRICE. 


MAY WE SUGGEST, THEREFORE, THAT YOU DO NOT 
DELAY IN REQUESTING INFORMATION FROM US BY WIRE, 
TELEPHONE OR MAIL? 


JOEL STOCKARD & CO. 


Members of The Detroit Stock Exchange. 
Main Floor of the Penobscot Bidg. 
Detroit, Michigan 
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CUBA CANE SUGAR 


CORPORATION 


10 Year 7 Per Cent 
Convertible 
Debenture Bonds 
First claim on net tangible 
assets of nearly four times 

this issue. 

Average annual earnings since 
organization 5.71 times in- 
terest charges. 

Convertible into Common 
Stock at $60 per share after 
Jan. 1922, at holder’s 
option. 

Largest single producer of 
raw sugar in the world. 

Price 100 and interest yielding 7% 








| Circular on request 

Dominick & Dominick 
Members N-Y. Stock Exchange 

| U5 Broadway Phone Rector, 2020 



























Oil Fields of 
South America 


Probably nowhere in the world 
has nature displayed the ex- 
istence of great underground 
accumulations of petroleum by 
the presence of oil seepages 
and petroliferous mud volca- 
noes as it has along the 
Colombian-Venezuelan boun- 
dary line. F 

We have issued a circular 

on an oil company, the stock 

of which was heavily over- 


subscribed in a recent offer- 
ing. 


ny owns 130,000 
acres of the proven oil area 
in Colombia, S. A., contigu- 


Bro dicate Standard Oil 
f Oil, Tropical Oil and 
other companies. 


Write for circular including 
map of Colombian Oil Field 


MAGUIRE & BURLEIGH 


Stocks and Bonds 
67 Wall St. New York 
Phone Hanover 2214 


This cm 



































The salient 
important issues. 





Current Stock Offerings 


facts concerning curreat steck offerings. No 
kind is attempted, and the object is purely to keep the reader intormed on th 





opinion or rating of any 
s ame 








Wickwire Spencer Steel Corp. 8% 
Cum. Pref. This concern is a consolida- 
tion of the Clinton-Wright Wire Co., 
one of the largest manufacturers of wire 
products, and the Wickwire Steel Co., 
a large producer of pig iron, steel ingots, 
wire rods, etc. The new company is com- 
pletely equipped with modern facilities 
to handle the production of steel wire 
goods from raw material to finished 
product, and the companies entering the 
consolidation have a business record of 
fifty years. Current sales are at the rate 
of $30,000,000, compared with an average 
of $21,300,000 for the three years ended 
April, 1919, and 1920 is expected to show 
a large increase. Net profits for the 
three-year average, after deducting de- 
preciation and interest on the $12,000,000 
new first mortgage bonds, amounted to 
more than four times the dividend on the 
preferred stock. Total net assets are 
equivalent to $267, and net quick assets 
to $127 per share of preferred. The sink- 
ing fund requirements will, it is estimated, 
retire the issue in about twenty years. 
Total issue of $7,500,000 offered at 99 and 
accrued dividend. 

William Whitman Co. 7% Cum. Pref. 
The company was incorporated in 1913, 
but succeeded a partnership which had had 
a long and successful record. It sells the 
products of a number of New England 
textile mills, and also assists in the man- 
agement of nine mills in which it owns 
large interests. During ten years of the 
partnership organization, gross_ sales 
averaged at the rate of $23,000,000 an- 
nually, but have since increased to the 
present rate of about $135,000,000 per 
year. The stock is strongly protected by 
assets aggregating $380 per share after 
deduction of good-will, etc., and the com- 
pany agrees to maintain tangible assets 
at not less than $200 per share of pre- 
ferred stock. Neither the company nor 
any of its subsidiaries has any funded 
debt or other preferred stock, and no such 
issues may be made in future without 
consent of two-thirds of the holders of 
the present issue. Earnings for 1919 
(partly estimated) covered the amount of 
the preferred dividend more than eight 
times, and for the three years 1917-19 
averaged nearly six times the dividend— 
an exceptionally strong showing, but due 
in large part, of course, to the war-time 
prosperity of the New England mills. 
Offered by a large investment house at 
par-and accrued dividend. 

Sherwin-Williams Co. 7% Cum. First 
Pref. This well-known concern is the 
largest manufacturer of paints and var- 
nishes, and its products are sold by its 
own organization throughout the world. Ft 
controls large subsidiaries in Canada and 
England, thus controlling foreign markets 
to a large extent. The company owns and 
operates lead and zinc mines in New 
Mexico, thus obtaining a complete supply 
of raw materials, with a surplus which 
is sold in the open market. The size of 
the complete organization is indicated by 





its 35 manufacturing plants, 90 ware- 
houses and 30 retail stores, which did a 
gross business of over $54,000,000 in 1919. 
The company ascribes its success not only 
to control of raw materials and an ef- 
ficient distributing system, but to its well- 
trained personnel, which includes 878 trav- 
eling salesmen. All but one of the pres- 
ent Board of Directors have been in the 
service of the company for more than 
thirty years. The company has no funded 
debt, and agrees to maintain net tangible 
assets at $200 per share, the present assets 
being slightly above this figure. Net earn- 
ings have fluctuated somewhat during the 
war, but profits for 1919 were the largest 
in five years and will probably show 
further increase when the re-construction 
period is fully under way. There has al- 
ways been a sufficient margin of safety 
during this period to protect dividends on 
the present issue. The stock is tax ex- 
empt in Ohio. It is offered at par. 

Geo. P. Ide & Co. 8% Cum. Pref. 
Makers of a well-known brand of collars 
and shirts, marketed in the United States 
and wary foreign countries. The busi- 
ness, conducted as a partnership for over 
fifty years, has recently been reorganized 
as a corporation. Plans for expansion 
and need for working capital explain the 
purpose of the new issue of $2,000,000 
preferred stock. The new company re- 
mains in the hands of former interests. 
It is stated by President Twining, that 
there is a great demand for the com- 
pany’s products and that sales are only 
limited by manufacturing capacity. In 
addition to 18,000 domestic accounts, there 
are 1,300 active foreign accounts, princi- 
pally in Scandinavian and South Amer- 
ican countries. Losses from bad debts 
are said to be negligible. Average profits 
for the past four years averaged $400,000, 
and earnings for the current year are 
running at about double that amount, so 
that the margin of safety for preferred 
dividends would seem to be adequate. 
Net tangible assets per share amount to 
only $184 per share, but of this $146 is in 
quick assets, and inventories have been 
carried at original cost values. The stock 
is offered at 101, yielding 7.92%, and 
subscribers have the privilege of purchas- 
ing new common at $25 per share, to the 
extent of one-fourth of their holdings of 
preferred. 

Union Twist Drill Co. 7% Cum. Pref. 
The Union Twist Drill Company is one 
of the largest manufacturers of cutters, 
drills, reamers and machine tools, and the 
company’s products have a high reputa- 
tion in the trade. It employs about 1,750 
men, and labor conditions are said to be 
above the average. Total assets applica- 
ble to the preferred stock amount to $241 
per share, replacement value of real es- 
tate and machinery being 50% in excess 
of book value. Earnings for the past five 
years have averaged 68 times the re- 
quired dividend. The greater part of the 
issue will be used to retire the old com- 
pany’s stock, a réorganization having re- 
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cently been effected. The stock is offered 
at par. 

Champion-International Co. 7% Cum. 
Pref. This company is a consolida- 
tion of two firms, one established in 
1842 and the other in 1882, both being 
among the pioneer producers of coated 
paper for books and magazines. The 
$650,000 new preferred is protected by the 
usual safeguards as to sinking funds, fu- 
ture bond issues, etc., and is convertible 
into common stock share for share. Earn- 


ings for the past sixteen years averaged 
$120,000 as compared with the preferred 
stock dividend of $45,000. Earnings at 
present are running at the rate of $26 on 
the common stock, 6% being paid, so that 
although the common stock is now quoted 
85 bid, none offered, it is quite possible 
that the conversion privilege may prove 
of value. 

Armour Leather Co. 7% Cum. Pref. 
Mr. J. Ogden Armour has announced that 
subscriptions will be received to the pre- 
ferred and common stock of the new 
Armour Leather Company, which is to 
acquire all the tanning and leather in- 
terests of Armour & Co. This is a re- 
sult of the segregation policy of the 
packing interests, brought about by gov- 
ernment prosecution end other factors. 
Officers and directors formerly connected 
with the business will remain in the new 
organization. The new company will han- 
dle an enormous business, as gross sales 
in this department were $90,000,000 in 
1919. It will have an outstanding cap- 
italization of $10,000,000 preferred, $15,- 
000,000 common stock of $15 par value 
and 100,000 shares of founders’ stock of 
no par value, the latter being acquired by 
Armour & Company at $5 per share. 
Average earnings for the last four years 
were more than six times the preferred 
dividend requirements, and were consider- 
ably larger in the last fiscal year. Net 
quick assets equal $160 per share and net 
assets $255. The preferred and common 
stock are offered in blocks, consisting of 
one share of preferred and 7 shares of 
common (par value $105) for $200 per 
block. The initial 10% subscription pay- 
ment must be made by February 25, and 
the offering is subject to the subscription 
privilege extended to holders of Armour 
& Co. preferred stock. 

Gillette Rubber Cos 7% Cum. Pref. 
This concern was organized in 1917 
with an original capacity of 100 tires 
per day, which has been expanded to a 
present production of 1,000 tires and 200 
raincoats a day. The business is said to 
be growing rapidly, all of the output for 
1920 having already been sold, and the 
issue of stock is to provide for additional 
plant expansion. The company has no 
funded debt. Net tangible assets equal 
$359 per share, of which the quick assets 
amount to $207. Earnings for 1919 
equaled about six and one-half times the 
preferred dividend requirements. This 
was partly an estimate, however, and was 
based on present financing. Earnings for 
previous years are not stated in the pros- 
pectus. More than half the $750,000 issue 
has already been sold through private 
subscription, and the balance is offered 
at 97, yielding 7.22%. 
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Sharing Canada’s 


Development 


YOU have an opportunity to share in the development of a basic 
Canadian industry. 


The building of a big new pulp mill by Clarke Brothers, Limited, 
means the expansion of an old-established Canadian firm. 


Clarke Brothers, Limited, 7% First Mortgage Bonds 
Carrying a 20% Stock Bonus ($100 Common with 
each $500 Bond) 


are its means of financing this new activity. 


The stock bonus gives investors a share in the total surplus profits. 
The bonds mature serially, giving choice of maturities and increas- 
ing yearly the margin of safety. 


Interest payable half yearly at New York. 


Ask about our Partial Payment Plan. 


(RAHAMSANSONS (} 


Members Toronto Stock Exchange 
TORONTO, CANADA 




















Raritan Refining Corporation 


7% and Participating 
10-year Gold Bonds 


Security 


Secured by first mortgage on refining 
plant of 1,800,000 barrels capacity. 


Estimated Annual Earnings 


About 90% on par value of outstanding bonds. On December 
12, 1919, a contract was concluded with the Standard Oil 
Company of New Jersey netting the company a profit of 
$160,000 for first six months. 


Yield 
7.18% at present price, with participating dividends, equal to 
20% of net earnings. 


We offer the unsold balance of this issue at 9714 and interest. 


JOHN MUIR & CO. HELLWIG & REUTTER 
Members New York Stock Exchange Members New York Stock Exchange 
61 Broadway, New York 25 Broad Street, New York 




















Snow Storms 


and 


Coal Strikes 


do not affect Hydro 
Electric plants. 


No loss of income thro lack 
of fuel. 
No dissatisfied customers 
thro failure of service. 
We offer the short term notes 
of a long established and pros- 
perous company developing 
electricity by water power. 
Earnings 3% times interest on 
notes, which are secured by 
mortgage bonds. 


Price to Yield 742% 


Write for Circular MG 


AHBickmoreé[h 
lil BROADWAY, NY. 


























‘We have prepared a card of 
convenient size showing 


Federal and 
New York State 
Income Taxes 
Computed for 
"1919 Incomes 


Our Department M. W. 
Will Send a Copy on Request 


The service of our Investment 
Department includes that of an 


Income Tax 
Expert 


whose services are at the disposal 
of our friends and customers. 


Bond & Goodwin 


New York 
Bowling Green 4600 


65 Broadway, 
New Phone No. 














Current Bond Offerings 
Briefly Discussed and Analyzed 








Issue 
Government and Municipal: 
*Kingdom of Italy 5-Year 6%s 
*State of Minnesota 5% Cert. of Indebt.. 


*Arkansas County, Ark., Road Imp. 5s... 
Little River County, Ark., Road Imp. 5s. 


County of Saratoga, N. Y., Coupon 5s. 
City of Birmingham, Ala., 5%s 

Town of Belleville, N. J., School 5s 
City of Cincinnati, Ohio, Municipal 5s. 
Public Utility: 

*Ohio Traction of Cin., 7% Coll. Notes.. 


*Cincinnati Gas & Electric 7% Notes.... 


Vermont Hydro-Electric First 6s 


*San Francisco-Sacramento RR. First 6s. 


Industrial: 
*Kennecott Copper 10-Year Secured 7s. 
*Wickwire Spencer Steel F 


Larabee Flour Mills Corp. 7% Ser. Notes 
*Gen. American Tank Car Equipment 6s. 


Intern’! Prod. Steamship Equipment 7s. 


(a) Exempt frem Federal Income tax, iacludin 


tax to the amount of 2%. (c) Exempt frem Fed 


Approx. 
Yield to 
Maturity. 
7.00% (e) 
(a) 


Offering 
Maturity. Price. 
” 1021-730 00:36@ 
30 100. 103.60 
1920-’39 94, 99.76 
: 1925-40 94.06@ 97.65 
: 1925-’40 102.00@105.00 
Feb., 1930 102.50 
1921-’60 100.24@104.46 
1967 102.69 
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(e) Available in $500 and $106 denominations. (f) Exempt from 
(g) Without deduction from Federal income tax up te 4% se far as 
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State and local and from 








Cincinnati Gas & Electric 7% Notes. 
Issued for the purpose of installing a 
third 30,000-kilowatt generating unit, 
and to provide for other additions and 
betterments. The company has had a 
conservative record and prosperous his- 
tory. Net earnings have shown an in- 
crease rather than a decline, and in 1919 
were sufficient to cover interest charges 
on the new issue almost four times. In 
view of the rapid growth of the city of 
Cincinnati and the firmly entrenched 
position of the company, these notes 
would seem to be amply secured. With 
the same yield and maturity features 
as the Ohio Traction Co. notes, they 
would seem to be somewhat more at- 
tractive than the latter. 


San Francisco-Sacramento R. R. First 
6s. This road, which operates about 
100 miles of main line and branches, 
principally between Oakland and Sac- 
ramento, serves a territory of about 
1,000,000 people. It owns its own 
equipment, most of which is electrically 
ecuipped, and has an advantageous 
power contract with the Great Western 
Power ‘Company. Net revenue after 
expenses and taxes has increased from 
$171,000 in 1915 to $296,000 in 1919, or 
nearly four times the resent interest 
requirements. The bonds are offered 
at prices to yield 6.25% to 6.75% and 
would seem to be a good investment 
for local purchasers. They would not 
have a wide marketability elsewhere 
perhaps. 


Kennecott Copper 10-Year Secured 7s. 
These bonds, offered by a number of 
large investment houses, represent a 
far higher grade issue than the average 
mining company’s bond. They are se- 
cured by a deposit of Utah stock at 
$30 per share, as against a present mar- 
ket value of about $70 (following the 
severe market decline). Utah Coppers 
is generally regarded as one of the 


most valuable properties in the copper 
industry. Net earnings of the Kenne- 
cott Copper Corporation have averaged 
$17,000,000 for the past four years, and 
although the amount earned last year 
was only about $6,250,000, even these 
small earnings would amount to nearly 
six times the new interest charges. 


Wickwire Spencer Steel Corp. First 
7s. A description of the record and 
prospects of this concern will be found 
under “Current Stock Offerings.” The 
$12,500,000 bonds are adequately se- 
cured by property values in excess of 
$32,500,000, and earnings for the past 
three years have been sufficient to 
cover interest charges four times. 


General American Tank Car Equip- 
ment 6s. The certificates, maturing 
from 1922 to 1926, are secured by 1,750 
steel tank cars, the mortgage represent- 
ing about two-thirds the value of the 
equipment. The company is the largest 
manufacturer of tank cars in the world, 
having a capacity of 50 cars daily. As 
earnings for the year ended June 30, 
1919, amounted tp ten times the interest 
charges, the issue is strongly secured. 





Kingdom of Italy 5-year External 
6%s. With principal payable either in 
dollars or in lire at the fixed rate of 
seven lire to the dollar, these bonds 
would present opportunities for profit 
if the first should approach its normal 
parity of 5.18 to the dollar. However, 
as lire can now be obtained on the ex- 
change basis of 18.22, this seems rather 
a tenuous possibility. But, considering 
the bonds purely as an investment for 
income, the yield of 7% makes them 
fairly attractive. The settlement of 
the Fiume and Adriatic problem will 
give Italy an opportunity to turn its 
attention to pressing internal ques- 
tions While the foreign trade balance 
is still heavily against the country, this 
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Convertible 
Gold Notes 
of 1924 


Secured Obligations of 
one of the Great Oil 
Producing, Transporting, 
Refining and Distribut- 
ing Corporations of the 
United States. 


Yield at present Market 
Quotations 8.75% 


Henry L. Doherty 
& Company 


Bond Department 
60 Wall Street New York 
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Income Tax 


Reports must be filed by March 
15. Yours will be a simple matter 
if your funds are invested in In- 
come Tax Free Municipal Bonds. 


JOSMMPSMIMIMSLAMTSDS SLED 1. 


Make sure of this for your next 
report by purchasing now. 


GA[lbltl till lllttl VISTA 


Municipal »Bonds 
Yielding 45%, to 514% 


Particulars en request. 


Spitzer, Rorick 
& Company 
Established 1871 
Equitable Bldg, New York 


Toledo Chicago 
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is offset in part by the large sums sent 
or carried back by Italians in this coun- 
try or elsewhere, which it is said 
amount to about $200,000,000 annually. 
It is also reported that measures are 
being adopted by Italy, in common 
with other European countries, to limit 
imports to the greatest possible extent. 
The bonds are attractive, though they 
do not present the profit possibilities 
of some French and Belgian bonds, nor 
the high yield of Japanese bonds. 


State of Minnestoa 5% Cert. of In- 
debtedness. A serial issue of $7,500,- 
000 designed to provide for payment of 
bonuses to discharged soldiers and 
sailors. Protected by the taxing power 
of a prosperous State, whose estimated 
taxable property values aggregate over 
1,000 times the amount of the issue. 
The State apparently has no other debt 
than these bonds, which have been 
held by the Supreme Court of Minne- 
sota to be a constitutional and direct 
obligation of the State. The tax-exempt 
feature and the yield of 4.75% makes 
them attractive to institutions or per- 
sons paying heavy income taxes, who 
require a high degree of safety. 


Arkansas County, Ark., Road Imp. 5s. 
Arkansas County is said to be one of 
the oldest and most prosperous sec- 
tions of the State. The Northern Road 
Improvement District, which issues the 
bonds, situated forty miles from Little 
Rock and eighty miles from Memphis, 
has good transportation connections 
with both cities. Over half the district 
is in cultivation. Arkansas County is 
said to be the greatest rice-growing 
section in the United States, with land 
values averaging over $40 per acre. 
The district has a population of 20,000, 
and this small issue of $1,879,000, which 
are to be retired serially through levy 
of realty taxes, would seem to be ade- 
quately protected. 


Little River County, Ark., Road Imp. 
5s. These bonds, which are quite simi- 
lar to those described above in respect 
to yield and other characteristics, 
would seem to be slightly more attract- 
ive because of the greater value of the 
acreage included in the district, which 
is said to average above $50 an acre. 
Taxes for payment of interest will 
amount to only 31 cents per acre, and 
including cost of serial retirement of 
bonds after 1925, 60 cents per acre. 
Taxes are collected by the same organ- 
ization as State and county taxes, and 
must be paid ahead of the latter taxes, 
so that these bonds would seem to be 
as well protected as an obligation of 
the State. 


Ohio Traction Co. of Cincinnati 7% 
Coll. Notes. This company’s franchise 
was revised in 1918, and permits fares 
to be automatically increased to cover 
cost of operation and fixed charges, in- 
cluding sinking funds for bond re- 
demption. The $2,250,000 3-year notes 
now being issued are a second lien, 
following the $1,958,000 5% bonds, 
upon equities valued at $11,410,000. 
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' DO YOU USE 


BONDS 
IN YOUR BUSINESS? 


Many Merchants and Manufactur- 
ers are obtaining unusual benefits 
from the use of Bonds in their active 
Business Funds. 


Reasons why all Business Men 
should adopt this policy and how 
to select proper bonds for the pur- 
pose is told in an interesting and 
graphic manner in our new booklet, 
“Selecting Bonds fer a Business 
Reserve.” 


Ask for Booklet M. 8. 
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Foreign 
Government Bonds 


The American investor is 
offered the apportunity of ac- 
quiring the direct obligations 
of the foreign governments at 
extremely low levels and at 
satisfactory . rates of return, 
and the acceptance of this op- 
portunity will be of direct 
benefit to the American man- 
ufacturer and the prosperity 
of the United States. 


We have prepared a short 
Review which explains in- 
vestments in Foreign Govern- 
ment bonds in terms readily 
understandable. 


Ask for Circular W 109 


Herrick & Bennett 
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Check Up Your 
Railroad Stocks 


readily by obtaining 

our comprehensive cir- 
cular showing comparative 
earnings of 40 important 
railroads during Federal 
control and prior thereto; 
profit or loss to the Gov- 
ernment through their oper- 
ation; percentage of gross 
earnings consumed by 
maintenance; percentage of 
total capitalization repre- ‘ 
sented by stock; high and’ 
low range of stock prices 
during and prior to Federal 
control, record of dividends 
paid, etc. Included among 
the systems thus analyzed 
are Pennsylvania, New 
York Central, New Haven, 
Reading, Union Pacific, 
Southern Pacific, Atchison, 
Great Northern, Northern 
Pacific, Baltimore & Ohio, 
St. Paul, Rock Island and 
Chicago & North Western. 


Send for Circular No. 721 
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“Earning Capacity of Railroads” 


Spencer Trask & Co. 


25 Broad Street, New York 
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Confidence 


is established by a 
proven record which 
assures satisfaction. 


Our recommenda- 
tions are based upon 
68 years’ experience 
and a reputation to 
be maintained. 


Knauth Nached & Kuhae 


Members N. Y. Stock Exchange 
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Financial News 


and Comment 


Note.—The Railroad and Industrial Digest, Notes on Public Utilities, Oil: 
Notes and Mining Digest, contain condensations of the latest news regarding 
the companies mentioned. The items are not to be considered official unless 
so stated. Neither The MAGAZINE OF WALL STREET nor the authorities 
for the various items guarantee them, but they are selected with the utmost 
care, and only from sources which we have every reason to believe are accurate 
and trustworthy. Investment commitments should not be made without further 


corroboration.—Eb1tTor. 














BOSTON & MAINE.—Plans New 
Issue.—The company is considering the 
issuance of $10,000,000 equipment trust 
notes for the purchase of new rolling 
stock. The Director-General has allo- 
cated to the road 20 locomotives, 1,500 
gondola cars and 500 box cars. 

Petitions asking for allowance of 
counsel fees and disbursements 
amounting to $163,946 in connection 
with the receivership have been filed 
in the Federal Court. If the petitions 
are allowed, the total legal expense of 
the receivership will be about $200,000. 
For details as to earnings and outlook 
see analytical article published in this 
issue.—V. 25 Nos. 3, 4 and 5. Pgs. 162, 
250 and 335. 


CENTRAL OF N. J.—Annual Re- 
port.—The road in its report for the 
past year should show earnings of 
about $20.95 a share on the $27,436,800 
stock outstanding, estimated on the 
basis of certified standard return for 
the year, allowance being made for a 
change in tax rate and for increased 
corporate expenses. 


CHICAGO & NORTH WESTERN. 
—Gross Increases Considerably.—The 
gross earnings of the road for the past 
year were $139,589,915, compared with 
$127,295,678 in the preceding year. The 
net operating income for the year 
amounted to $12,678,750, an increase of 
about 2% over 1918. 


FRISCO.—Annual Report.—The bal- 
ance available for income mortgage 
bond interest in 1919 is estimated at 
$1,835,827. The rate is 5.12%, so that 
the obligation to declare 5% payable 
would rest on the directors of the road. 
The figure given above is somewhat 
less than the corresponding surplus for 
1918, due chiefly to an increase in fixed 
interest in the latter year. The road 
sold, as of December, 1918, $10,598,000 
6% mortgage bonds, part of the pro- 
ceeds of which were used to take up 
the $5,210,000 floating debt. 


LOUISVILLE & NASHVILLE.— 
To Aquire New Lines—The company 
plans the acquisition of the Rockcastle 
River Ry., and the Cumberland R. R. 
from East Bernstadt to Bond, Ky., and 
Barbourville to Manchester, Ky., re- 
spectively. The Rockcastle line will be 
extended 30 miles from Bond to a con- 
nection with the company’s Lexington 
& Eastern division. 


MISSOURI PACIFIC. — Income 
Statement.—For the year ended De- 
cember 31, 1919, under Federal compen- 
sation, the company will probably show 
earnings of about $5.99 a share on the 
$71,800,100 preferred stock. This esti- 
mate is based on other income and 
charges as reported for 1918, allow- 
ances being made for increased corpo- 
rate expenses and lower tax rate. In 
1918 the road earned $6.02 a share on 
the preferred stock. 

Net operating income for the past 
year was $4,402,473, compared with 
$11,764,562 in the preceding year, a de- 
crease of more than 66%.—V. 25, No. 
7, P. 506. 


N. Y. N. H. & H.—Selling Land 
Holdings. — The present real estate 
boom has affected the company’s policy 
somewhat. During 1919 it sold about 
$1,000,000 worth of real estate in Bos- 
ton, and further transactions are imme- 
diately pending which will bring the 
total amount up to approximately 
$1,200,000. According to estimates, the 
road has about $10,000,000 worth of 
land, not necessary to railroad opera- 
tion, that can profitably be disposed of. 
Around $4,000,000 worth is in the city 
of Boston. 


NORFOLK & WESTERN.—Income 
Statement.— Assuming that the road 
was operated for corporate rather than 
Government account, it would have 
earned a balance of $4,614,098 applic- 
able to the common stock, or $3.82 per 
common share, based on 1918 other in- 
come and deductions. The showing for 
1919 under Federal rental will probably 
vary in no great degree from the 1918 
figure of $12.34 per common share. Net 
operating income of $10,363,405 in 1919 
compares with Government compensa- 
tion of $20,634,142. 


PERE MARQUETTE.—Annual Re- 
port.— The net operating income for 
1919 was $6,680,358, compared with 
$3,814,052 in 1918 and $5,559,601 in 1917, 
an increase of 80% and 20%, respec- 
tively. The balance available for com- 
mon stock was $3,644,837, or $8.10 per 
share, if the company had been oper- 
ated for its own instead of Federal ac- 
count. The final net would be subject 
to adjustment on account of income 
taxes. 
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ST. LOUIS & SOUTHWESTERN. 
—Gross Increases.—Gross earnings for 
1919 amounted to $20,661,163, against 
$19,588,761 in the preceding year, an 
increase of more than 5%. Despite the 
increase in gross, net operating income 
amounted to $1,569,500, compared with 
$3,329,615 in 1918, a decrease of about 
53%. 


SOUTHERN RY.—Income State- 
ment.—The road’s income for 1919, had 
it been operated for its own account, 
would have amounted, after corporate 
expenses, rentals, etc. to $10,095,529, 
applicable to the payment of $11,855,142 
fixed charges, or about 85% of the re- 
quirement. These charges consist of 
$10,947,490 interest on funded debt, 
$681,644 interest on equipment obliga- 
tions, and $226,008 dividends on Mobile 
& Ohio stock trust certificates. —V. 25, 
Nos. 3 and 5, Pgs. 164 and 336. 


UNION PACIFIC.—Earnings Show 
Increase.—If the road had been oper- 
ated for its own instead of Federal ac- 
count, it would have earned $16.62 per 
share on its outstanding common stock 


of $222,291,000, compared with $12.87 


actually earned in 1918 under Govern- 
ment compensation. On this hypo- 
thetical basis the road would be subject 
to tax on a larger income, which would 
diminish the surplus for the stock cor- 
respondingly.—V. 25, No. 4, P. 252. 


VIRGINIAN RAILWAY.—Net In- 
creases.—The road’s net operating in- 
come for 1919 was $2,541,113, compared 
with $1,848,260, an increase of more 
than 35%, and with $4,429,331 in 1917. 
Gross for the past year increased from 
$11,906,444 in 1918 to $12,075,306. The 
balance after taxes amounted to $2,466,- 
896, an increase of more than 1% over 
the preceding year. 


WABASH.—Annual Report.—Based 
on Federal compensation of $5,867,268 
and estimated fixed charges and other 
income, the net for the past year would 


approximate $2,602,173, or $4.02 per 
share of preferred A stock. Were the 
company operated for its own instead 
of Government account, its gross in- 
come for 1919 applicable to charges 
would have amounted to $1,094,395, or 
31.3% of the $3,495,225 deductions made 
in 1918. The net operating income for 
the year totaled $831,152, as compared 
with $5,867,268 Federal compensation. 


INDUSTRIALS 


AMERICAN BEET SUGAR. — 
Marked Increase in Earnings.—Esti- 
mates based on production and the pres- 
ent price of sugar indicate net earnings 
for the fiscal year ended March 31, 1920, 
of $2,050,000, applicable to the common 
stock, or about $1.4 a share, compared 
with $6 a share earned in the preceding 
fiscal year —V. 25, No. 6, P. 424. 











AMERICAN CAN.—Earnings De- 
cline.—The company for the year ended 
December 31, 1919, reports net earnings, 


Bonds as Safe 
as Our Cities 


Investors should read the 
second edition of our booklet 
“Bonds as safe as our 
Cities.” This booklet de- 
scribes the many advantages 
of Municipal Bonds for the 
conservative investor. 


Interesting tables of growth 
in value of manufactured 
products and of population 
contained in the new edition 
of this booklet. 


Ask for Booklet S. W. 


Ifiam 


Government and Municipal Bonde 


“Over a Quarter of a Century in 
This Business” 


14 Wall St., New York 


CHICAGO CINCINNATI 
ST. LOUIS NEW ORLEANS 


after all charges and taxes, of $5,180,225, 
equivalent, after preferred dividends, to 
$5.56 a share on the $41,233,300 common 
stock, as compared with $6,000,827, or 
$7.55 a share earned in the preceding year. 
The consolidated balance sheet shows 
$3,537,112 cash on hand, in addition to 
$9,765,232 accounts and bills receivable 
and $24,753,433 inventories. Accounts and 
bills payable amount to $5,272,314, and the 
contingency fund has been increased to 


$9,769,010. 


AMERICA-LA FRANCE FIRE 
ENGINE.—Strong Financial Position. 
—Net earnings for the past year, after 
taxes, were about $30 share on the com- 
mon stock of $10 par value (reduced from 
$100 in December). Although business is 
running at capacity, the company has no 
bills payable and ready cash in excess of 
$700,000, or about 50% on the common 
stock. The company’s strong position 
and the steady character of its business 
justify the increase in the dividend rate 
to $1 a year on a $10 par value. 


AMERICAN LOCO.—Large For- 
eign Orders—Orders for nearly one 
hundred locomotives have been received 
by the company from both foreign and 
domestic sources in the last two weeks. 
The principal foreign orders are from 
Spain and China. Many inquiries have 
been received from domestic sources.— 
V. 25, No. 4, Pgs. 72 and 336. 


AMERICAN STEEL FOUNDRIES. 
—To Pay Stock Dividends—The com- 
pany’s annual report for the year ended 
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GERMAN MUNICIPAL 


INDUSTRIAL BONDS 


offer now in View of the low rate 
‘of exchange for Marks, an excep- 
tional opportunity to the 


AMERICAN INVESTOR. 


to acquire safe interest paying 
bonds at -- 1-15th -- their normal value. 
‘The security behind these issues re~ 





mains first-class, + raenemte of politi- 
cal and Internal developments; the 

capital invested in these bonds willin- 
crease with ones upward movement of 


Mark exchange. Interest can be collect= 
ed here in Dollars. | 

Our Berlin office cables us daily quota~ 
tions andwe offer a large line of these 


securities at most reasonable prices in 
Dollars. Descriptive Circular on Request. 


The new TAX LAWS of the GERMAN 
REPUBLIC as they affect — 
AMERICAN CAPITAL 


invested in German securities, are care~ 
fully analyzed in a booklet, which we 
will send free on reduest. 


von. Polenz & Co.,[nec- 


GO Broadway -~ New York 
Telephone Rector 721-725 
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vate wire connec- 
tions with our offices 
in Toronto, Chicago, 
Montreal and Vic- 
toria, B. C. 

We invite you to 
avail yourself of our 
facilities by tele- 
phoning or tele- 
graphing your or- 
ders at our expense. 

We are equipped 
to give you prompt 
and efficient service. 


A. E. AMES & CO. 
Investment Securities 
Established 1889 

New York 


Head Office, Toronto 
Montreal Chicago Victoria, B.C. 








December 31, 1919, shows surplus, after 
charges and Federal taxes, of $4,210,634. 
After allowing for 354% preferred divi- 
dends for six months, this stock being 
issued in June, 1919, the balance was equal 
to $7.55 a share ($33.33 par value) earned 
on the $17,184,000 common stock, as com- 
pared with surplus of $2,695,727, or $15.68 
a share ($100 par value) earned on the 
$17,184,000 capital stock in 1918. 

According to President Lamont, the 
company’s large surplus may properly be 
capitalized through the issuance of stock, 
which in turn may be distributed as a 
stock dividend at 5% or 10% per annum 
over the next few years, irrespective of 
any cash dividends that may be paid.—V. 
25, No. 5, P. 336. 


ATLANTIC FRUIT.—Is Prosper- 
ous.—Earnings for the past year are 
estimated at $3,500,000, or about $9 per 
share of the 395,000 shares of capital 
stock of no par value. This compares 
with $1,550,989, or $3.93 per share in 1918. 
The company has a funded debt of $10,- 
000,000 7% convertible debentures, call- 
able at 110 to December 1, 1924, there- 
after to December 1, 1929, at 107%4; from 
this date to maturity, December 1, 1934, 
at 105. The debentures are convertible 
in common any time up to 90 days prior 
to maturity at the rate of 2 shares com- 
mon for one debenture.—V. 25, No. 5, P. 
337. 


BETHLEHEM STEEL. — Income 
Statement.—The company’s gross sales 
for 1919 were $281,641,907, compared with 
$448,410,808 in 1918. The net income was 
$15,536,861, or about $25 per share of 
common of both.classes, compared with 
$15,930,390 in 1918. The present book 
value of the common stock is around $225 
a share, which renders Bethlehem at the 
present low level attractive. Orders on 
hand at the year’s close were $252,449,000, 
and new business booked during the year 
amounted to $204,144,000.—V. 25, P. 429. 


FISK RUBBER.—Has a Record 
Year.—Net earnings for the past year, 
after all charges and provision for divi- 
dends on the first and second pre- 
ferred stock, amounted to about $4,- 
000,000, or approximately $9 a share 
on the $10,859,500 outstanding common 
stock, compared with $2,506,853 earned 
in 1918. The increase in earnings and 
the bright outlook for the future will 
probably lead to a declaration of an 
initial dividend on the common. V. 25, 
P. 112 (Art.). 


FREEPORT TEXAS.—Earns Divi- 
dends—The company, for the fiscal 
year ended November 30, 1919, is ex- 
pected to show earnings about equal to 
the annual dividend of $4 a share on the 
500,000 shares outstanding. Owing to the 
improved export business, which promises 
to continue satisfactory, and to growing 
domestic demand, the outlook for, the 
coming year appears to be very bright. 


GENERAL CHEMICAL.—Decrease 
in Net—The net profit for the past 
year of the company and its subsidiaries 
was $2,708,961, or $10 a share on the com- 
mon stock. after deduction of charges, 
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[ er England Industries 


EW ENGLAND 
for over 100 years have 
represented STABILITY, 
SECURITY and PROFITABLE 
OPERATION. 
Since 1868 the BROWN COM- 
PANY (formerly Berlin Mills) of 
Berlin, N. H., and Portland, 
Maine, has grown from a small 
beginning to its present position 
of the largest manufacturer in 
this country of bleached sulphite 
fiber, pulp and kraft wrapping 
paper. 
THE BROWN COMPANY. 
SERIES “A” 6% DEBENTURE 
BONDS are a first claim subject 
only to $3,450,000 existing mort- 
gages on assets in excess of $50,- 
000,000 and earnings of nearly 
seven items interest require- 
ments. 


Sross sales in recent years have averaged 
in excess of $23,000,000 annually. — 

We recommend these Bonds as a prime 
industrial investment and offer the un- 
sold maturities from November 15, 1920 
oie inclusive at prices to yield "about 
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An Unusually 
High Grade 
8% Investment 


We offer The Clydesdale Motor Truck Com- 


pany 8% cumulative preferred stock. This 
company are manufacturers of the widely 
known Clydesdale Motor Truck. They are 
located at Clyde, Ohio. The main features of 
this issue are: 
Non-taxable in Ohio 
8%, price $10 per 
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Federal taxes and preferred dividends. 
This compares with a net profit of $4, 

639, or $18.95 a share earned in the pre- 
ceding year. The decrease in gross sales 
after the armistice is no doubt responsible 
for the decline in profit. However, favor- 
able legislation having been passed, the 
company should make a considerably bet- 
ter showing during 1920, especially be- 
cause of the recent addition of a large 
warehouse at Pittsburgh and improve- 
ments to the Delaware works, near Mar- 
cus Hook, Pa.—Y. 25, P. 203. 


GENERAL ELECTRIC.—To In- 
crease Capital Stock—The company 
plans to increase the authorized capital 
stock from $125,000,000 to $175,000,000. 
Directors of the company also approved 
the new issue of $15,000,000 20-year 6% 
debentures.—V. 25, P. 203. 


GENERAL MOTORS. — Bright 
Prospects.—Gross sales for 1919 are 
estimated at $700,000,000, compared with 
only $326,044,755 in the preceding year. 
Net earnings before taxes are estimated 
at $96,000,000, against $45,541,726 in 1918, 
an increase of more than 100%. The cor- 
poration expects to handle a gross busi- 
ness of one billion dollars in 1920, from 
which net earnings of $145,000,000, before 
taxes, are looked for—vV. 25, P. 510, 


INTERNATIONAL MOTOR. — 
Consolidation Plan Consummated. 
1919 a Record Year.—The plan under 
which the corporation takes over the 
New Brunswick plant and other assets 
(amounting to approximately $8,000,- 
000) of Wright-Martin Aircraft Corp., 
has been consummated. It now seems 
probable that new temporary certi- 
ficates covering the first preferred, 
second preferred ‘and new common 
stock will be issued shortly in exchange 
for deposited stocks. When the con- 
solidation is completed, the company 
will have outstanding about $16,000,000 
first and second 7% preferred stocks 
and 78,000 shares of common of no par 
value. Earnings for 1919 were con- 
siderably better than in 1918, amount- 
ing to about $30 a share of common. 
The past year. was the most successful 
in the company’s history, shipments 
exceeding 5,000 trucks with production 
at the end of 1919, running at the rate 
of 6,000 trucks per year. As a result 
of enlargement of its existing plant 
facilities and by reason of the acquisi- 
tion of the Wright-Martin plant, the 
company will be able to increase its 
output of trucks by 80% to 100% to a 
probable total of between 9,000 and 10,- 
000 trucks. All three classes of the 
company’s stock are expected to be 
listed on the Stock Exchange shortly, 
application for the first preferred hav- 
ing been made already. 


INTERNATIONAL NICKEL. — 
Pronounced Decline in Earnings.—For 
the 9 months ended December 31, 1919, 
the company reports net profits, after 
charges and war taxes, of $1,799,957, 


equivalent, after deduction of preferred 
dividends, to 83 cents a share ($25 par 
value) earned on the $41,834,600 common 
stock, as compared with net profits of 
$5,072,458, or $2.79 a share in the corre- 
sponding period of 1918—V. 25, P. 339. 


MIDVALE STEEL.— Pronounced 
Decrease in Earnings.—The company’s 
statement for 1919, as compiled from the 
quarterly reports, shows net profits, after 
charges and Federal taxes, of $10,387,418, 
equivalent to $5.19 a share on the stock, 
as compared with profits of $29,163,408, 
or $14.58 a share in 1918—V. 25, P. 74. 


MACON TIRE & RUBBER—In- 
come Account.—Sales of the company 
for the year ending October 31, 1919, 
amounted to $3,468,858, with net profits 
of $223,705, or $2.60 of total outstand- 
ing common stock of $10 par value, an 
increase of 50 per cent. over the preced- 
ing year. Sales for the year ending Octo- 
ber 31, 1918, were $2,324,144, with net 

} profit of $203,436. 

In the last few months the company 
has opened 10 additional direct factory 
branches in the U. S. and now has 18 
branches in operation. The company ex- 
pects to reach $7,000,000 sales in the 
present fiscal year. 


MULLINS BODY—Bright Outlook. 
—The company has just completed new 
financing tc take care of a large increase 
in the business. At the present time 
earnings are at the rate of $72,000 per 
month, but new business taken recently 
from one of the leading auto manufac- 
turers will increase this by at least $600,- 
000 a year, so that it is estimated earn- 
ings in 1920 will equal $13 a share. 


NEWPORT NEWS SHIPBUILD- 
ING & DRY DOCK—Standard Oil 
Negotiations.—The company has agreed 
to construct 2 tankers of 20,500 tons 
each for Standard Oil, at a cost of $3,- 
500,000 each, to be delivered early in 1921. 
The ships will have a speed of 11 knots 
and will carry a capacity cargo of 140,000 
barrels of fuel oil. Standard Oil has also 
made arrangements with the Moore Ship- 
building Co. concerning construction of 
3 tank ships of 10,400 tons each. 


OHIO BODY & BLOWER.—Profits 
Increase.—The company reports that 
1919 sales were $1,875,000 with esti- 
mated profits of $200,000 or $2 for each 
share of the 100,000 shares now out- 
standing. Sales for 1918 of $1,500,000 
yielded $145,000 profits, or $1.45 per 
share, and in 1917 the profits were 75c., 
or $.... per share. 


PERFECTION TIRE.—Outlook for 
1920.—Sales in 1920 are estimated at 
about $7,000,000, which will leave a net 
profit of $1,500,000, or $1.20 per share 
of the company’s total outstanding of 
$12,500,000 of $10 par value, or. 20% on’ 
the total common stock. 


REPOGLE STEEL.—To Increase 
Output.—The company is making an 
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expenditure of $2,000,000 on its plant at 
Wharton, N. J. As a result of this im- 
provement, by next August, the company 
should be in a position to turn out 1,000 
tons of pig iron daily from the Wharton 
plant. 


R. J. REYNOLDS TOBACCO CO. 
—New Issue.—A banking syndicate, 
headed by Bernhard, Schalle & Co., New 
York, and the Wachovia Bank & Trust 
Co., of Winston-Salem, will underwrite 
the issue of $10,000,000 preferred stock 
which is being offered to stockholders. 
With the continuance of an unusually 
good demand for the season, the pros- 
pects for the company are excellent. 


SAVAGE ARMS.—Record Earnings 
in 1919.—Operating results for the last 
quarter are estimated at about $1.50 a 
share on the $7,748,000 common stock 
outstanding. In the first nine months 
of the year the company earned $18.78 a 
share on the junior stock, so that total 
earnings for the year may be placed at 
slightly over $20 a share, compared 
with $16.79 earned in 1918 and $15.44 
in 1917. 

The company begins the new year 
with a satisfactory demand and a fair 
volume of business booked ahead. 
Operations at its plants at Utica, N. Y., 
and Sharon, Pa., are at a higher rate 
than they have been at any time since 
the completion of its war contracts. 


STUDEBAKER.—Has Best Year in 
History—During the past year, the 
best in the company’s history, 38,380 mo- 
tor cars were produced and sold, for 
which $80,000,000 was received. On this 
basis net profits will probably exceed $10,- 
000,000, after all charges and Federal 
taxes. The final balance, after all divi- 
dends, will approximate more than $20 a 
share of the $45,000,000 common stock 
now outstanding, compared with $10.38 a 
share on the common stock, after pre- 
ferred dividends. The output during the 
current year is estimated at 80,000 cars 
and net sales at $150,000,000. 


U. S. STEEL.—Important Decision 
by I. C. C—A decision which will re- 
sult in the railroads returning millions 
to large iron and steel plants, was made 
by the I. C. Commission, on com- 
plaint of the National Tube Co, a 
subsidiary of the corporation, against 
the Lake Terminal Co., Director Gen- 
eral Hines and the trunk lines serving 
Lorain, O. The commission held the 
Lake Terminal Co., whose stock is 
owned by the company, is a common 
carrier, and is entitled to pay for switch- 
ing freight to and from the plants of 
the tube company at Lorain. 

The reversal by the commission 
means that 10c a ton must be paid by 
trunk lines on millions of tons of ma- 
terial delivered and taken from steel 
plants since 1914. The steel plants 
roads have an aggregate mileage of 
thousands. Lake Terminal, one of the 
small ones, has 51 miles of track. V. 
25, Nos. 4 and 5, Pgs. 256 and 293. 
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Snappy Financial Reading 


The ODD LOT REVIEW is a little weekly 
financial paper— 


And it is interesting 


Its aim has always been to avoid the dryness which so often 
creeps into a discussion of financial matters. That it has suc- 
ceeded is reflected in the growth of its subscription list and of 
its advertising patronage: In 1910 it was a four page paper; 
today it runs from eight to twelve pages and all ex-dullness. 


Terse, frank, timely, it gives the result of investigation and 
analysis in the shortest space possible. It tells of stocks and 
bonds for which the outlook seems dangerous and it points out 
securities for which the outlook is promising. Concrete invest- 
ment suggestions are given, as well as comment on particular 
securities and on the market as a whole. 


You will not only profit from reading The Odd Lot Review but 
you will enjoy it. 


Its value is big; its price is small. Regular subscription but 
$2.00 a year. Cut out and sign the coupon below, pin a dollar 
bill to it and send it to 


THE ODD LOT REVIEW 
61 BROADWAY, NEW YORK 


THE ODD LOT REVIEW, 
61 Broadway, New York 


Enclosed find one dollar ($1), for which please send me the next 2 
issues of your paper. 




















a 





P 
8h 


Meaning an equal division is 
made on dividends above 8% 
with the common stock on 


ROBERTSON 
PAPER CO. 


Established 1865 


Water powers, workmen’s 
houses, land and rail connec- 
tions are owned in addition to 
the four substantial mills. 


Detail on request. 


Earnest E. Smith & Ce. 


Specialists in New England Securities 
52 Devonshire St., Boston 


Members New York and Boston 
Stock Exchanges 
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McGRAW 
Tire & Rubber 


Company 


7% Preferred at Par $100 
Consider These Points: 


1. Earnings 3 times preferred 
dividend requirements for 
past 5 years. 

2. Quick assets $138 per 
share; net tangible assets 
$193 per share. 

3. A 20% common stock 
bonus to purchasers of 
preferred. 


4. Preferred stock subject 
to redemption of 110. 
Send for Circular ‘‘M-24” 


ROLAND T. MEACHAM 


Member Cleveland Stock 
Exchange 














WESTINGHOUSE ELECTRIC.— 
To Have Record Year.—Booking or- 
ders have climbed close to $15,000,000 a 
month, which compares with less than 
$100,000,000 during the early part of the 
current fiscal year. The big stride in 
booking of orders should enable the com- 
pany to rival the record showing of the 
year ended March 31, 1919, when about 
$7 was left for a share of common, after 
all charges, taxes, and dividends on the 
preferred and common. 


WILLYS-OVERLAND. — Manv- 
factures Cars in England—The com- 
pany’s cars are now being manvfac- 
tured in Manchester, England, on 
American mass production lines, the 
company joining with the British firm 
of Crossley Motors, Ltd. A separate 
corporation has been formed under the 
title of the Willys-Overland-Crossley, 
Ltd. The British Foreign & Colonial 
Corporation is offering £1,000,000 10% 
preference shares of the new company. 
V. 25, No. 4, P. 257. 








PUBLIC UTILITIES 


AMERICAN LIGHT & TRAC- 
TION.—Earnings Increase.—The com- 
pany reports net earnings for 1919, of 
$4,142,863 against $4,014,801 in the pre- 
vious year. If it were not for labor 
troubles in a plant of a subsidiary com- 
pany which supplied coke oven gas, earn- 
ings would have been considerably 
larger. The annual surplus available for 
dividerids amounted to $4,142,863. Since 
dividends aggregated $5,685,447, the total 
profit and loss surplus was reduced to 
$10,324,745, the deficit for the year being 
$1,542,584. 





AMERICAN TEL. & TEL.—To 
Have Record Year.—The net income 
available for dividends for 1920 is esti- 
mated at $11 a share compared with 
$10.04 in 1919. This figure is based on 
the fourth quarter of 1919, on the great 
expansion program to meet which $50,- 
000,000 notes were issued last fall, and 
on the company’s plans to save labor and 
its more efficient equipment, including 
automatic service—V. 25, P. 512. 


BROOKLYN EDISON. — Annual 
Report.—The company reports net sur- 
plus for the past year of $3,441,158 or 
$19.90 per share of $17,292,800 common 
stock.—V. 25, P. 512. 


B. R. T.—Subway Traffic Increasing. 
—In the fiscal year ended October last, 
the number of passengers carried on the 
B. R. T. lines increased 7.7% over the 
corresponding period in 1918. The num- 
ber of passengers carried on all New 
York traction lines exceeded 2,080,000,000, 
an increase of 5.3% from the preceding 
year.—V. 25, P. 257. 


CITIES SERVICE.—To Make Fur- 
ther Distribution on Bankers’ Shares.— 


In addition to the 45.8% distribution 
on Feb. 2, 1920, on the Bankers’ Shares, 
there will be a further distribution by 
reason of the increase in the stock divi- 
dends on the common from 12 to 15% 
per annum. This additional amount 
will be calculated on the market price 
of Cities Service common stock on 
January 16, 1920. V. 25, Nos. 3, 4 and 5, 
Pgs. 166, 167, 257 and 341. 


COLUMBIA GAS.—Increases Divi- 
dend Rate.—Total net income for the 
past year after all fixed charges amounted 
to $3,255,057 or $6.51 per share of com- 
mon, compared with $3,199,198 or $6.40 
per share in 1918. Through the declara- 
tion of a quarterly dividend of $1.25 a 
share, payable February 16 to holders of 
record January 31, the stock was placed 
on a $5 per annum basis compared with 
the present rate of $4 a year, which had 
been in effect since May, 1917. The total 
gasoline production for 1919 was approxi- 
mately 14,800,000 gallons compared with 
12,468,177 in 1918 an increase of about 
20%. 


COMMONWEALTH POWER. — 
Merger of Michigan Subsidiaries.—The 
Consumers Power Co. has acquired the 
Michigan Light Co., both operating in 
Michigan. Preferred stock of the former 
is exchangeable for preferred stock of 
the latter on a share for share basis. An 
equal exchange of common stock, which 
is all owned by Commonwealth, will also 
be made. Undistributed earnings ac- 
cruing to the company for 1919 amounted 
to $1,079,353 or $5.14 a share of common 
stock.—V. 25, P. 218. 


CONSOLIDATED GAS OF N. Y.— 
To Issue New Bonds.—Stockholders of 
the company ratified the proposition to 
create an issue of $25,000,000 5-year 
secured 7% convertible bonds to be dated 
February 1, 1920. They are redeemable 
September 1, 1922, or thereafter on 60 
days’ notice and convertible February 1, 
1922, into an equivalent of the company’s 
stock. The P. S. C. of the First District 
also authorized the issue of $24,615,500 in 
capital stock for the purpose of convert- 
ing the bond issue into capital stock. $24,- 
278,247 of the proceeds is to be devoted 
to the discharge of the company’s 6% 
convertible debentures maturing Febru- 
ary 1, 1920—V. 25, P. 505. 


DETROIT EDISON.—Income Ac- 
count.— The annual surplus after 
charges.and taxes amounted to $2,556,735 
or $9.93 a share earned on the $25,742,700 
capital stock compared with $2,394,223 or 
$9.31 a share in the preceding year. The 
balance after payment of $2,058,531 divi- 
dends amounted to $498,204, an increase 
of more than 45% from 1918—V. 25, P. 
512. 


INTERBORO R. T.—Trustee Ap- 
pointed for New Loan. Asks for an 8- 
Cent Fare.—The Guaranty Trust Com- 
pany has been appointed trustee under 
the company’s indenture, dated Decem- 
ber 31, 1919, securing an authorized 
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Indian Refining Co. 
Procter & Gamble Co. 


Columbia Gas & 
Electric Company 


GruenWatchCompany 
Rudolph Wurlitzer Co. 


American Wholesale 
"Corporation 7% 
Preferred Stock 


Information on request 


Westheimer & Company 
Cincinnati, Ohie Baltimere, Md. 
MEMBERS 


New York Stock Exchange 
Cincinnati Stock Exchange 


Chicago Board of 
Baltimore Steck Exchange 


Specialists im Ohie Securities 
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MUNICIPALS 


To Net 5% to 7% 
Issued by Texas 


Cities, Counties and Districts 
Payable entirely from Taxes. 


Income Wholly Free from Federal 
Income Tax. Attractive Instalment 
or Cash Payment Plans. 


Circulars 
J. L. ARLITT 


Littlefield Bldg. Austin, Texas 


Free 
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You can buy these 


High Class Bonds 


Corperation 
Drainage 
Funding 


On the Partial Payment Plan 
Send for descriptive matter. 


Baldwin & Company 


Investment Bankers 
50S Fifth Ave.. New York 
Phone Vanderbilt 7524 
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issue of $2,900,000 6 months’ 7% notes. 
The company has filed an application 
with the Board of Estimate asking for 
an increase in fare to 8 cents, effective 
until June 30, 1920. After paying oper- 
ating expenses and taxes the company 
will use the additional income for pay- 
ment of fixed charges including interest 
on $160,000,000 first and refunding mort- 
gage bonds and $39,000,000 three-year 
lease. V. 25, No. 4, P. 257. 


New York & Queens Railway.—Dis- 
continuence Threatened.—The com- 
pany will be obliged to suspend opera- 
tions unless relief will come shortly. 
Manufacturers of College Point are 
about to petition the Board of Estimate 
to allow the company to charge a 10- 
cent fare, the manufacturers to pay 
one half of their employees’ fares. Over 
10,000 men are employed in various 
College Point plants. The company is 
a subsidiary of the I. R. T. and has 
long been operating at a deficit. 


PACIFIC GAS.—Offers New Stock. 
—Heavy Loss Through Old Gas Rate. — 
The company is offering $2,000,000 addi- 
tional Ist 6% preferred at 8614, proceeds 
to be used for plant and property exten- 
sions. The new stock offered will in- 
crease the outstanding preferred stock to 
$30,025,155. The company also has out- 
standing $34,004,058 common and $8l,- 
461,300 bonds. 

A recent decision of the Master in 
Chancery upheld the validity of the 75c. 
gas rate. The company attacked the rate 
as confiscatory and through a temporary 
injunction collected a rate of 85, giving 
bonds to the court that if the 75c. rate 
was upheld the company would return 
the excess collected with 7% interest, 
which now amounts to $1,376,874.—V. 25, 
. aa 


PHILADELPHIA COMPANY. — 
Net Increases. Brings In New Well— 
The forthcoming annual report of the 
company will show net earnings after 
taxes of close to $8,500,000, at the rate 
of between $15 and $16 a share on the 
common, compared with $6,448,694, or 
about $12 a share in the preceding year. 

The company has brought in a gas well 
in the newly-discovered McKeesport field 
near Pittsburgh. The well is estimated 
to be good for several million cubic feet 
a day. Two other wells also came in, one 
doing 5,000,000 ft.. and one doing 1,- 
000,000 ft. daily—V. 25, N. 4, P. 258. 


THIRD AVE. RY. SYSTEM.—De- 
ficit Growing.—The net deficit for the 
month of December, 1919, was $78,425, an 


_increase of more than 20% from Decem- 


ber 1918, despite the increase in operat- 
ing revenue from $829,963 to $9,994,996. 
The deficit for the six months ended De- 
cember 31, 1919 was $262,119 compared 
with $406,591 for the corresponding 
period in 1918. Operating revenue for 
the six months increased from $5,020,913 
to $6,055,444. 


Conditions Favour 
» Canadian 
‘ Investments 


This is an eppertune time 
fer United States citizens te 
invest in Canadian securi- 
ties. Ome reason is, Ex- 
change is very faveurable to 
yeu. 


Other reasens are given in 
the Special United States 
Edition of Investment Items, 
eur menthly Review. 


We shall be happy te send a 
copy te amy American busi- 
ness or financial institutien 
er private inmvester — free 
upon request. Write fer 
one. Address: 


Royal Securities 


COR PORATION 
Reimivrs @ 


Head Offflee - MONTREAL 
Terente Halifax St. Jehn, N.B 
Winnipeg Lenden, Eng. 
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Palmolive 
Company 


7% Cumulative Preferred 
Stock 


Price 100 and accrued 
dividends 
To yield 7% 
Shares $100 Par 


Sales of this Company during 
the year 1919 approximated 
$14,000,000. Net earnings after 
deduction for all Federal taxes 
are about five times dividend 
requirements. 


You will find this a satisfactory 
Investment. 


Shares may be purchased on 
Our Partial Payment Plan. 























| A circular describing 


Otis Steel 


Listed on the 
New York Stock Exchange 







Annual average earnings 
for the three fiscal 
periods ended December 
31, 1918, were equiva- 
lent to $9.75 a share on 
the present common 
stock, after providing 
for Federal Taxes and 
7% dividends on the pre- 
ferred stock. 


Circular H-18 sent upon 
request 
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TWIN CITY R. T.—Omits Divi- 
dends on Common—The company 
earned $2.62 a share on its outstanding 
common, for 1919, after deduction of 
charges, taxes and 7% preferred divi- 
dends, against $2.18 a share in 1918. The 
company paid no dividends on the com- 
mon in 1919, but in 1918 dividends 
amounting to $440,000 on the common 
shares were paid. 





MINING NOTES 


ANACONDA COPPER.—To In- 
crease Operations—The company is 
planning to produce tri-oxide of arsenic 
on an extensive scale and its output 
will dominate the market for this article 
which is used principally as sprays for 
fruit trees and for insect exterminators 
of various sorts. 

It is also stated that the company has 
been speeding up its electrolytic zinc 
plant with result that during January 
it turned out 4,800,000 pounds of high 
grade spelter. The zinc refinery has a 
capacity for producing 9,000,000 pounds 
of high grade spelter monthly. While 
a good demand exists for this com- 
modity, it has not yet reached large 
enough proportions to warrant opera- 
tions up to plant capacity —V. 25, P. 
426. 








CALUMET & HECLA.—Has Large 
Amounts of Unsold Copper.—Like the 
rest of the copper companies the Calu- 
met & Hecla and its subsidiaries car- 
ried over into the new year consider- 
able unsold copper. It is understood 
their unsold copper account on De- 
cember 31 stood at roughly three 
months’ mine output, which on present 
basis of operations would amount to 
between 28,000,000 and 30,000,000 
pounds of metal. 

Of course, a goodly portion of this is 
always on hand, being copper in process 
of treatment. The company has not 
offered its product down during the 
year just closed, preferring to stand 
aloof when quotations were wobbly, 
but during the past two months it has 
taken its share of the brisk business 
which has prevailed. —V. 25, P. 343. 


N. J. ZINC.—Earnings Statement.— 
The company earned ,a surplus, after 
charges and taxes, of $2,675,412, equiva- 
lent to $7.64 a share, $100 par, on the 
$35,000,000 capital stock, in the quarter 
ended December 31, 1919, which com- 
pares with $2,313,969, or $6.61 a share, 
earned in the December, 1918, quarter. 
The net income for the year was $8,- 
948,095. From this amount dividends 
of $7,000,000 and employees’ profit dis- 


. tribution, amounting to $368,000, were 


deducted, leaving a surplus for the year 
of $1,580,095.—V. 25, P. 77. 


NORTH BUTTE. — Makes New 
Strike—The company has cut into 4 





feet of ore assaying 5.2% copper at its 
Bertha claim, which is one of the East 
Side properties, comprising over 700 
acres of mining land and which were 
acquired by the company some years 
ago. Full details of the depth at which 
the strike was made have not yet been 
received.—V. 25, P. 260. 


SUPERIOR & BOSTON COPPER. 
—Reports Loss.— For the fiscal year 
ended September 30, 1919, the company 
shows gross receipts of $24,328, of 
which $8,445 represented ore sales and 
the balance interest, rentals, etc. Ex- 
penses amounted to $39,190, of which 
$17,586 was cost of ore and transporta- 
tion and $20,850 represented expenses 
at the Boston office of the company. 
Loss for the year was $14,863. 


TENNESSEE COPPER. — Shows 
Deficit.— Earnings of the company, 
which is a_ subsidiary of Tennessee 
Copper & Chemical, were considerably 
affected in the early part of 1919 by the 
low price of copper then prevailing, 
and it was not until the later months of 
the year that they started to improve. 
The company is therefore expected to 
show a small deficit for the year. The 
size will depend largely on the amount 
allowed for depreciation and various 
other changes, including war taxes due 
the Government from operations in 
1919 and previous years, the exact 
amount of which to be decided on by 
the Copper War Tax Conference be- 
tween the Department of Internal Rev- 
enue and officials of the large copper 
producers.—V. 25, P. 240. 


UTAH-APEX MINING. — Makes 
Good Profits—The company is ship- 
ping about 500 tons of ore a day and 
on the present high price of lead and 
silver—8% cents a pound. and $1.36 an 
ounce, respectively —the ‘company is 
making a very good profit. Opera- 
tions are to be increased until the 
capacity of the plant, 1,000 tons a day, 
is reached. 

The final arguments in the litigation 
between the company and Utah Con- 
solidated Mining were heard at Salt 
Lake City recently and a verdict is ex- 
pected around March. The main issue 
is that the company has trespassed the 
property of Utah Consolidated. 


WINONA COPPER. — Production 
Increasing. —If conditions continue 
normal the output for January should 
be around 150,000 pounds refined cop- 
per, against 147,000 in December and 
135,000 in November. The company 
continues to increase production and 
to open up ground. The working force 
at the mine now numbers 250. Opera- 
tions are confined to only 2 shafts, the 
old No. 1 and the No. 4 King Philip. 














OIL NOTES 


CONSOLIDATED OIL.—To Issue 
New Bonds.—The corporation is issuing 
$250,000 8% convertible bonds, for the 
purpose of drilling wells on its exten- ’ 
sive properties, amounting to 7290 acres EDEXCO MECHANICAL GRAPHS 
in proven fields, valued at $2,500,000. The 
company’s earnings from its four wells is 
sufficient to pay the interest on the above 
issue over three times. Plans have been 
completed to drill 9 more wells on tracts 
in the Desdemona, Burkburnett, Homer, 
and Caddo fields owned by the company. 























GENERAL ASPHALT.—Additional 
Stock Listed—The Philadelphia Stock 
Exchange has listed $32,400 additional 
common stock of the company issued 
in exchange for $21,600 preferred. Ru- 


For Sale—340 Acres at Short Hills, New Jersey, 18 miles from 
New York. One hour from your office, day or night. Has almost a 
mile of frontage on Essex County South Mountain Park. Over a mile 


more comcerning -the are per fe control of frontage on Old Short Hills Road,and South Orange’Ave. Good 
by Royal Dutch are denjed officially. | roads all around it. Within 3 miles of some of the very best golf 
od clubs. A dairy barn. Rolling land, excellent building sites. The only 
GILLILAND.—Running 20,000 Bbls. buildings included are three frame farm buildings scattered through- 


out the 340 acres. Will divide acreage. 

A wealthy man could put his money away NOW and let the value 
accumulate for him until he wishes to cash in. It is free and clear. 
If necessary, liberal terms can be arranged. 


Daily—The company has completed 
4 more wells in the Homer field, with 
an estimated capacity of 28,000 barrels. 
Gilliland and Foster, which is Gilli- 
land’s partner in the Homer field, are JOSEPH P. DAY Telephone 
running to pipe lines, tank cars and ‘ AGENT 
storage over 20,000 barrels of oil per 
day from their 7 deep and 15 shallow 
wells in the Homer field, of which 
10,000 barrels is net for Gilliland. V. 
25, P. 260. A substantial amount having already been 
—— subscribed, we offer the unsubscribed portion of 


GLADYS-BELLE OIL. — Shows $375,000 8% Cumulative Preferred Treasury Stock of the 
Profits—The company reports net 
profit for the 10 months ended Novem- 8 Py © p ) 
OL, 2a ae ae aeons ear Tractor Corporation 
pear cB te bine ane aa At Par, $10 a Share, with a 
was placed on the market at per ° 
share, is now quoted (at the Detroit Bonus of 140% in Common Stock 
Stock Exchange) at $1.35 for the com- Reservations have been sessived for approximately ano-tall the first year’s oshotuied 

output. Production schedule for the first two years indicates a net profit after 
mon and $1.45 for the preferred. The all overhead, but before taxes, of $2,000,000. 
Common, of which $6,600,000 is out- Allowing for Federal Income and Excess Profits Taxes of 30% per year (a total of 
standing, pays 1% a month and the Lae), there should remain a sum getionet to os = — by he 
: : 10%, t F ends on the Preferred a e rate of 8%, 
$2,000,000 outstanding preferred % Bow —e) yy bang A available for the Common Stock equal to about 50% for 
on a 15% annual basis. Owing to the the two years or an average of 25% per year. 
good prospects for investors, the com- Minimum subscription, $50, which secures 5 shares of Preferred Stock together with 
pany’s stock is expected to make a <1 shares of Common Stock, deliverable when, as and if issued. 


strong bid for popularity with the z : 
motor issues on the Detroit Exchange. Write today for IWustrated Circulars 


HOUSTON OIL.—Increase in Pro- A, Hic KS LAWRENCE 


duction—The company’s production i — 
for the past year is expected to show a Profitable Inveqing 
substantial increase over that of 1918. 10 Wall Street, New York 
The Hull field where the principal 
properties of the company are located 
produced 1,163,500 barrels of oil in 
1919 compared with 244,887 barrels in 
the preceding year, a net increase of = + as . 

more than 370%.—V. 25, N. 5, P. 434. > oct ong atte negates Ay pe 


NOBLE & CORWIN iit. nid 


INVINCIBLE OIL.—Good Outlook 25 Broad Street, New York 
for Increased Earnings.—The company T t Co ‘ 
has brought in a well with an estimated rus mpan 
production of 2,000 barrels of oil daily Bank, Trust Company y 
on its Wright lease in the Ranger field. and Insurance Stocks Stocks 


The new pipe line from the Homer 
field to the company’s refinery at Table of current statistics CLINTON GILBERT 
Shreveport, is also nearing completion. sent upon request 2 WALL ST. NEW YORK 
One 55,000 bbl. tank is finished, one ohm Gee 

nearly completed, and three more in Telephone 1111 Broad 7 
course of construction. The pipe line 
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Higher rates on Government 


Bonds necessary. 

Unwise tax methods wipe out 
investment money. 

Labor should take up efficiency 
propaganda. 
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will have a capacity of 10,000 bbls. per 
day. It was also stated officially that 
the company’s holdings in the Homer 
field had not been affected by salt water 
notwithstanding recent rumors. 


MAGNOLIA PETROLEUM. — 
Strong Financially—The company has 
brought in a 10,000,000 cu. ft. gas well 
near Duncan, Stephens County. It has 
also purchased the holdings of the 
Fortuna Oil Co., in Oklahoma and 
Louisiana, with a capacity of about 
2,600 barrels. This ought to increase 
appreciably the earning power of the 
company which is in a very favorable 
financial condition at present, as was 
pointed out in an analytical article 
which appeared in a recent issue of the 
magazine.—V. 25, N. 4, P. 225. 


MARION OIL.—Contracts for Ad- 
ditional Acreage—The company has 
made a contract by which it acquires 
3,600 acres of oil and gas leases in 
Texas. Marion Oil has now interests 
in about 110,000 acres of leases in Ken- 
tucky, Texas, Louisiana and a one-half 
interest in 21 producing wells in the 
Big Sinking Creek districts in Ken- 
tucky. : 


MEXICAN PETROLEUM. — Well 
Reopened. Earnings.—The big Casiano 
Well was opened for a test and showed 
no more water than when it was closed 
some time ago, when there was 3% 
water in the oil. The company’s in- 
come for the past year, after income 
and profit taxes and after deduction of 
preferred dividends to about $15 a share 
of common stock, compared with 
$14,013 per share earned in the preced- 
ing year. The company’s production 
is going forward at 100% of present 
capacity of shipments. The wells are 
capable of producing far in excess of 
any requirements now in sight. Stor- 
age facilities at Tampico are com- 
pletely full of oil. The earthquake did 
absolutely no damage to any of the 
company’s properties, and the Mexican 
authorities are in no way interfering 
with operations.—V. 25, N. 4, P. 261. 


MIDWEST REFINING.—Acquires 
New Interests—The company is said 
to have acquired a controlling interest 
in Wyoming Oil Fields Co., a subsidi- 
ary of the Franco-Wyoming Oil Co., 
which owns several thousand acres of 
proven territory in the Salt Creek oil 
field. The deal is understood to in- 
volve several million dollars. Wyo- 
ming Oil Fields Co. is capitalized at 
$8,000,000, and has paid dividends since 
1913.—V. 25, N. 5, P. 344. 


N. Y. TRANSIT.—Earnings In- 
crease.—For the year ended Dec. 31, 
1919, company reports net profits of $1,- 
028,848, equivalent to $20.57 a share on 
the $5,000,000 stock, as compared with net 
profits of $914,294, or $18.28 a share, in 
1918. Undistributed surplus for the past 
year was $28,848 or 58c. per share of 
common, compared with a deficit of 


$85,706 in 1918. 


Ohio Cities Gas.—To Control Okla- 
homa Company.—With the purchase 
of the Union: des Petroles goes 
a large amount of the shares of the 
Oklahoma Producing & Refining Com- 
pany, held by that company. In addi- 
tion Ohio Cities is said to have pur- 
chased about 100,000 shares of Okla- 
homa Producing stock in the open 
market, giving it a working control of 
that company.—V. 25, No. 5, P. 341. 


PAN-AMERICAN PETROLEUM. 
Increased Earnings.—The company re- 
ports net profits after federal taxes for 
the past year, of approximately $7 a 
share, 40% greater than in 1918. 

Temporary interchangeable certifi- 
cates for class “B” common has been 
listed on the N. Y. Stock Exchange. 


PRODUCERS & REFINERS—Op- 
erations—Declaration of Initial Divi- 
dend.—The corporation is drilling an 
offset well to Standard Oil Co. of Louisi- 
ana’s 20,000 barrel gusher in the Homer 
Field. The company has 2,000 acres of 
well-located land in this field, now the 
biggest new production of any field in 
the country. With a probable increase in 
its production and a consequent increase 
in its earnings, the company declared an 
initial dividend of 14% on its stock, pay- 
able February 1 to holders of record De- 
cember 31. The company’s affnual net 
earnings after all charges and deductions 
are estimated at about $2,400,000, or about 
$2.40 per share of the total outstanding 
stock. With further extensions and im- 
provements under way the company is 
likely to do considerably better in the 
coming year. 

SAVOY OIL.—Issues New Common. 
—Directors of the company have au- 
thorized the issue of 30,000 shares of un- 
issued stock at $5 par, to holders of rec- 
ord December 15, 1919, at one share of 
unissued stock for every 4 shares now 
held. The company’s earnings for 1918 
declined markedly compared with 1917, 
showing a deficit of $26,575, or about 22c 
per share, against a surplus of $36,494 
in 1917. Although the company has paid 
uninterrupted dividends since 1912 (hav- 
ing been organized in 1905), the financial 
position of the company is not particu- 
larly strong, the working capital for 1918 
amounting to a little over 76c per share. 


STANDARD OIL COMPANY OF 
OHIO—Increases Capital—Income Ac- 
count.—The company will hold a spe- 
cial meeting January 12 for the purpose 
of increasing the authorized capitaliza- 
tion from $7,000,000 to $21,000,000. Of the 
new stock, $7,000,000 will be common 
stock to be issued by directors from time 
to time. The remaining $7,000,000 will 
be 7% cumulative preferred and is to be 
offered to holders for subscription, share 
for share, at par, $100, payments to be 
made in full March 1, 1920, or quarterly 
payments on the first of March, April, 
May and June next. Books for the trans- 
fer of common stock will close Decem- 
ber 31 and reopen February 9. 

For the 6 months ended June 30, 1919, 
the company shows net profit, after taxes, 
of $2,081,598, equal to $29.73 a share on 
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A First 


' Mortgage Bond 
To Yield 7.18% 


STIMATED min- 
imum earnings four 
times bond interest. In 
addition to 7% interest, 
bonds are entitled to re- 
ceive 20% of net earn- 
ings. 


As it is planned to retire 
this issue at 120 from 
earnings, and as compe- 
tent engineers estimate 
annual earni in ex- 
cess of 1 on the 
bonds, it is our opinion 
that these bonds present 
an investment opportun- 
ity of unusual soundness 
and profit-making possi- 
bilities. 


Send for Descriptive Circular 
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the $7,000,000 stock, compared with $36.89 


a share in the entire preceding year. 


TEXAS PACIFIC COAL & OIL 
COMPANY.—Local Texas newspapers 
give more details of the strike made by 
this company on February 6, when a 40,- 
000,000 cubic foot per day wet gas well 
came in on its Garner lease in Erath 
county, six miles east of the headquarters 
of the company at Thurber. The gas 
pressure was so great that the tools were 
blown out of the hole, the gas pocket be- 
ing reached at a depth of about 3,000 feet. 
The company is understood to have three 
other wells drilling in this section, as this 
big gasser unquestionably indicates the 
nearby presence of another oil pool. 
There is much activity in this vicinity, the 
papers reporting immediately following 
the discovery of this big well, that royal- 
ties were selling up to $800 per acre, which 
would mean $6,400 for full purchase per 
acre. The well was promptly capped and 
will remain so until piping facilities can 
be provided. 


TEXAS COMPANY.—New Well 
Brought In.—The company has brought 
in a new well with an initial daily ca- 
pacity of 30,000 bbls. Operators in 
that district see in this the opening of 
a new pool, as it is on the extreme 
eastern part of the oil field in the West 
Columbia pool, South Texas.—V. 25, P. 
345. 


TRANSCONTINENTAL OIL—To 
Operate in Roumania.——The company 
has closed a contract for a large acreage 
of proven oil territory in the heart of 
the Rumanian field intermingled with that 
of the Standard Oil Company and the 
Dutch Shell. Negotiations are under way 
for refineries that have been constructed 
but have been closed down during the 
war. Equipment for drilling operations 
has been secured and preparations for ex- 
tensive developments are being made by 
representatives of the company now on 
the ground. Announcement is also made 
that drilling operations have again been 
started on a large scale in the Ranger 
field because of the recent completion of 
the company’s pipe line. This pipe line 
is one hundred miles long and runs into 
the refinery at Fort Worth from the Cad- 
do, Desdemons and Burkbernett fields. 
The Rumanian Government owns and op- 
erates all pipe lines in that country—so 
that the company will not have to con- 
struct pipe lines. 


WESTERN STATES OIL & LAND 
COMPANY—Increases Capital—The 
company has increased its capital from 
1,000,000 to 10,000,000 shares of $1 par 
value. 

The company was incorporated in 1918 
in Colorado, controls about 8,000 acres 
of oil lands in Wyoming, and is a sub- 
sidiary of the Midwest Refining Company. 








Imperial 
Russian Government, 
External Loans 


The two External Loans of 64% 
and 54% issued by the Imperial 
Russian Government at’ 99%, with 
interest, and 9434, with interest, re- 
spectively, amounted to $106,000,000 
U. S. Gold. 


The natural resources of Russia are 
among the richest in the world. 
Whatever the outcome ef the Rus 
sian situation, commercial inter- 
course between the United States 
and Russia will soon be re-estab- 
lished. 

The recent announcement of the 
present Russian Government that it 
recognizes and accepts responsibil- 
ity for all loans made by the pre 
vious Russian Government émpha- 
sizes the advisability of buying these ° 
bonds at the present low prices, 
especially since the coupons are re- 
deemable ten years after maturity. 


Send for 
Descriptive Circular 
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A Great Future 


The valuable oil and gas 
holdings in the Cities fer. 
vice Company famous 
Ranger field of Texas is 
destined to add very large- 
ly to the value of Cities 
Service Company’s Com- 
mon Stock and Bankers 
shares. The Comp ny is 
rapidly developing its large 
holdings and the results 
must be reflected at an 
early date in the prices of 
the above shares. 

The Common stock. and 
the Bankers shares at pres- 
ent prices can be safely 
purchased for profit as well 
as income. 


Write for Circular “M” 


Claude Meeker 


Specialist in Cities Service Issues 








Chandler Bros. & Co. 


Members New York Stock Exchange 
34 PINE STREET NEW YORK 


Direct Wires te Our Offices in 
Philadelphia Detreit Chicago 


71 Broadway 
New York City N. Y. 
Empire Building 
’Phone, Bowling Green, 6540 
8 East Broad Street 


Since all the new stock not subscribed 
by shareholders will be underwritten, the 
company will have sufficient capital to 
extend operations. 


WHITE OIL.—Bright Outlook — 
The corporation has 20 rigs going in 
Louisiana, Oklahoma, Texas and Ken- 
tucky, and is producing in excess of 
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GERMAN MARKS | 


and other Foreign Ex- 
changes at lowest rates. 
Drafts, cable transfers and 
payments everywhere. Di- 
rect connections with princi- 
pal banks in Europe. De- 
posit accounts opened for 
American residents with 
principal banks in Ger- 
many. Orders for German 
securities executed on the 
Berlin, Frankfurt or Ham- 
burg Stock Exchanges. 


_ We recommend the pur- 
chase of Marks and German 
securities at the prevailing 
low rates of exchange. 
Chance for large profit. 
Write or call. 


Wollenberger & Co. 


Investment Bankers 


105 So. La Salle St. Chicago 

















Invest Safely at 
Seven Per Cent 
Tristate Baking Co., Inc. 


lst Mortgage 7% Gold 
Bonds 
Payable 1921 to 1931 


. . .$425,000 
.+++ 905,000 


Amount Issued 
Total Assets 


Earnings over five and 
one-half times interest 
charges. 


Company operates mod- 
ern baking plants in 
Detroit and Flint, Michi- 
gan, and Toledo and 
Akron, Ohio. 


Circular upon request 
Price Par and Interest 
Yielding 7% 


NICOL-FORD & C0., Ine. 


Ford Building 
DETROIT, MICH. 














WANTED 


100 Air Reduction 
25 Aluminum Co. of America 
100 American Cyanamid pf 
50 American Meter 
Ansco Co 
Childs Restaurant Com 
Cal Ry & Power prior pf 
Continental Insurance 
Crowell Publishing Com 
Diamond Ice & Coal Com 
Gen Baking com & pf 
Glens Falls Insurance 
Great Amer Ins “rights” 
Hocking Valley Ry 
Hurley Machine 
Kerr Navigation 
Kirby Lumber com & pf 
Lehigh Valley Coal Sales 
McCall Corp com 
Mohawk Valley Co. 
Nat Fuel Gas 
Nat Fuel Gas NN NN N 
Nat Ice & Coal 1 & 2d pf 
N Y State Ry com & pf 
50 North River Insurance 
150 Penn Coal & Coke 
100 Pyrene Mfg 
100 Richmond Rad com & pf 
100 Texas Pac Coal & Oil 


100 Winchester Co 1’ 2d pt 
25 Winchester Co com 


J. K. RICE, JR. & CO. 


36 Wall St., N. Y. Phones John 4000 to 4010 and 5915 to 5919 


J. K. RICE, JR., & CO. 


FOR SALE 


WILL SELL 
500 Aeolian-Weber Piano com 
100 Air Reduction 
100 American Chicle com 
100 Amer Dist Tel of N J 
100 Am Hawaiian S S (new) 
25 Am Hawaiian S S (old) 
25 Am Light & Traction com 
50 Amer Piano com & pf 


.100 Atlas Portl’d Cement com 


50 Com’nwlth P Ry & Lt pf 
50 Continental Insurance 

50 Crowell Publishing pf 

20 Del, Lack & West Coal 

50 E W Bliss com 

20 Fidelity Phenix Insurance 

5 First National Bank 

50 Franklin Insurance 

25 Guaranty Trust 

16 H W Johns-Manville com 
25 Int Elevating 
100 Kirby Lumber com & pf 
50 Lehigh Valley Coal Sales 
25 Nat of Commerce 
100 Nat Ice & Coal 1 & 2d pf 
100 N Y Hotels Statler com 
200 N Y State Rys com 

100 Penn Coal & Coke 

10 Phelps, Dodge Corp 
50 R J Reynolds Tob com “B” 
25 Singer Manufacturing 
100 Texas Pac Coal & Oil 
100 Ward Baking com 

20 White Rock Water pf 
100 Winchester Co 2d pf 

22 Winchester Co com 





5,000 barrels a day, not including an 
estimated production of 15,000 barrels 
a day from its Homer wells when its 
pipe line is completed there. It has 
approximately 1,000,000 barrels of oil in 
storage. A 20-mile 6-inch pipe line 
from the Oakes lease to Russell, La., 
will be completed about Feb. 15. With 
the pumping stations now being in- 
stalled, this line will be able to run 
about 15,000 barrels of crude daily. 
The drilling in Oklahoma is being con- 
ducted in the Beggs, Creek and Cush- 
ing pools. Five wells are being drilled 
in Texas, two in Burkburnett, one in 
Potter county, one in Desdemona, and 
one in Breckenridge. Seven wells are 
being drilled in Kentucky, following 
two recent completions there. The 
company recently brought in two wells 
in Goose Creek field, Texas, good for 
250 barrels each.—V. 25, P. 516. 








UNLISTED NOTES 


CANADA CEMENT.—Strong Fi- 
nancial Position—After providing for 
interest on bonds, dividends on pre- 
ferred and common stock, and ordinary 
reserves, the surplus account has been 
reduced by $1,252,786. The financial 
position is strong, current, including 
investments and call loans, amounting 
to 7.74 times current liabilities. With 
a return of normal conditions the de- 
mand for cement will greatly increase 
and make possible the more continu- 
ous and efficient operation of the plants. 
This will tend to increase the earnings, 
part of which will be required to put 
the plants which have been idle since 
1914, in first class condition and prop- 
erly man them. 





HOWES BROTHERS. — Financial 
Statement.—After deducting dividends 
on the company’s preferred stock of 
$1,850,000 and the common of $1,150,- 
000, and after payment of income and 
excess profit taxes, the undivided prof- 
its for 1919 amounted to $1,269,516, 
against $1,045,399 in 1918. The work- 
ing capital was $4,937,971, leaving $2.69 
on a share of common after paying out 
the total outstanding preferred, com- 
pared with $3,045,399 in 1918. 


INLAND STEEL.—Earnings State- 
ment.—The company reports net prof- 
its after all charges and Federal taxes 
of $5,065,113, equivalent to $2024 a 
share on the outstanding capital stock, 
against $5,166,549, or $20.65 a share, 
in 1918. 


MASON TIRE.—Shows Increase in 
Profits.—Sales for the first quarter of 
the present fiscal year, which quarter 
ended January 31, amounted to $1,313,- 
927.35, an increase of more than 100% 
over the figures for the same quarter of 
last year, which totaled $630,930.16. 
The Mason factory expects to show 
better than a 100% gain on this year’s 
business over last year. Net profit 
figures for this quarter are not yet 
complete, but show a handsome in- 
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Many of our /ndusirial Lead- 
ers give Speculative Stimulus 
in way of Stock Dividends 


Write for list and information 


New York Stock Exchange 
securities carried upon con- 
servative margin contracts. 


 Channer & Sawyer 
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Earned $21 
in One Day 


One of our field representatives 
recently earned $21 in a single 
day introducing The Magazine of 
Wall Street in his locality. We 
have many cities and towns still 
open for live bond salesmen, 
stock clerks or others interested, 
on either a spare time or full-time 
basis. Write today. Give refer- 
ences and present position in 
your first letter. 


Address 
Circulation Manager 


The Magazine of Wall 
Street 


42 BROADWAY, N. Y. CITY 
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crease over profits for the same quarter 
of last year. V. 25, P. 516. 


McELWAIN COMPANY. — Large 
Increase in Sales. Change in Dividend 
Rates.—In connection with the offering 
of $2,500,000 new 7% preferred stock, 
the company stated that its sales in the 
year to end May 31, 1920, will be about 
$50,000,000, against $37,103,823 in the 
preceding year. The working capital 
of the company, as revealed by the 
balance sheet as of December 1, 1919, 
was $11,777,807, or about $90 a share 
of the outstanding capital stock of 
$13,090,000. The change in the dividend 
rate of the first preferred stock from 
6% to 7%, recently authorized, will 
become effective May 1, 1920. 


PATHE FRERES.—Reports large 
Orders On Hand.—The company’s net 
earnings for the quarter ended Jan- 
uary 1 were reported as more than ten 
times the dividend requirements on the 
$1,500,000 8% first preferred stock re- 
cently issued. The company reports 
orders on hand as three times those of 
the corresponding date of 1918. 


OHIO BODY BLOWER COM- 
PANY.—Expected to Earn $6.— 
The Ohio Body Blower Corporation 
was organized in November, 1919, in 
Ohio, succeeding the Ohio Blower Co. 
The capital is 100,000 shares of no par 
value. Earnings for 1919 have been esti- 
mated at $2 a share, after charges. The 
stock is now selling on the Boston Stock 
Exchange around 34%. The company 
recently received orders for 12,000 auto 
bodies, and earnings for the current year 
are expected to reach $6 a share. The 
stock must still be considered speculative. 


PERFECTION TIRE.—Outlook for 
1920.—Sales in 1920 are estimated at 
about $7,000,000, which will leave a net 
profit of $1,500,000, or $1.20 per share 
of the company’s total outstanding of 
$12,500,000 of $10 par value, or 20% on 
the total common stock. 


TILLOTSON MANUFACTURING. 
—Reorganizes. Good Outlook.—The 
recent reorganization of the company’s 
personnel as well as manufacturing 
methods should help considerably the 
future earnings. The net sales for the 
period January 1 to January 27 amounted 
to $236,488, or about $3,200,000 per annum, 
which would indicate that the net earnings 
for the entire year should be at least about 
$7.00 a share on the common outstanding. 


WILLIAM DAVIES COMPANY.— 
Earned Dividends Three Times Last 
Year.—William Davies Co. last year 
earned over three times the $4 dividend 
on the Class A shares. The stock is 
fairly well secured, and it is planned to 
make application to list on the New 
York Stock Exchange. This issue is 
“well sponsored and, while it is not in 
the seasoned investment class, it ap- 
pears rather attractive. The company 
specializing in the export of hams and 
bacon, is a small one, but has been in 
business for fifty years. Plants are at 
Toronto, Chicago and Montreal. 














8% 
Safety 
Marketability 


The preferred stock of a 
Company 20 years old. 
Dividends are earned 
about five times. Business 
is stable and conservative. 


The Company uncondition- 
ally agrees to maintain a 
market for this stock at par 
and dividend. 


Write for Particulars 


H. A. MILLER & CO. 


353 Sth Ave., New York. 
Telephone Murray Hill 6673 
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Our Time and Money 
Saving Service 





We offer an expert service in 
connection with unlisted or 
inactive stocks and bonds. 
Briefly it consists of: 


Prompt and accurate 
quotations including 
those having out-of- 
town markets. 
Statistical or general 
information and data 
on new issues. 
Most favorable prices 
for our clients when 
executing orders te 
buy and sell. 
Our records and knowledge 
of markets will snable us to 


be helpful to you in many 
ways. 


Inquiry Invited. 
































Investment 
Returns 


Earnin possibilities 
and reliability chief fac- 
tors ef consideration. 


Cities Service Company 
€% Cumulative Preferred Stock 


Tremendous earning power on 
capital involved, giving maxi- 
mum dividend assurance. 
Yields over 8% at present 
prices. 


Circular M3 on request 
Cities Service 
Convertible 7% Bonds 
Series C 


We offer these bonds at a price 
to yield about 64%. Earnings 
for 1919 were about seven 
times interest requirements. 
The conversion privilege may 
produce a substantial profit. 


Write for Circular M6 


Bolster & Company 
40 Wall Street 
New York 




















Madison Tire & 
Rubber Co, 


Cum. Conv. 8% Preferred 
Stock 


To Yield 8.20% 


Kiely & Horton 


Investment Securities 


40 Wall St, N.Y. Phone John 6330 








|The New-Book Letter 








In this column in each issue of THz Maaa- 
zine oF Watt Street we give a list of all the 
new books on business, finance and investment 
that are published each week. All these titles 
are on sale by THe Macazine or WaLL SrTreet. 


DEMOCRACY AND GOVERN- 
MENT—by Samuel Peterson, Lawyer, 
Lecturer, and writer on legal and 
governmental subjects. 

A study of the principles on which a 
democratic government must be based in 
order to secure the two essentials of 
such a government—responsibility and 
efficiency. Price $2.10 postpaid. 


ECONOMIC CONSEQUENCES OF 
THE PEACE (THE)—by John 
Maynard Keynes, C. B., Representa- 
tive of the British Treasury at the 
Peace Conference. 

This book reveals for the first time the 
actual workings of the Council of Four, 
and analyzes with ruthless vigor the fail- 
ure of the Treaty on economic grounds. 

Price $2.60 postpaid. 


GRAPH RECORD BOOK SERVICE 
—A new service of THE MAGAZINE OF 
WALL STREET. 

A monthly publication containing 
graphic charts showing the high and low 
of monthly price fluctuations of forty 
active stocks listed on the New York 
Stock Exchange from 1914 to 1919 in- 
clusive; the high and low of weekly 
price movements as well as the weekly 
volume of transactions is also listed for 
the past six months. 


LABOR MARKET (THE)—by Don 
D. Lescohier, Associate Professor of 
Economics, University of Wisconsin. 
The object of this volume is to prove 

the necessity for national machinery for 

the control of the problem of employ- 
ment and to furnish information of value 
to students of the employment and the 
labor problem. Price $2.35 postpaid. 


PLOT AGAINST MEXICO (THE)— 
by L. J. deBekker, Editorial Corre- 
spondent of the New York Tribune 
in Cuba and Mexico. 

This book is first, an exposé of the 
attempts of a group of wealthy Ameri- 
cans to force the United States into an 
armed intervention in Mexico; second, a 
consideration of the possible solutions of 
the Mexican problem by peaceful means, 
and of the cost in men and money of an 
invasion by American troops; third, a 
trained journalist’s survey of present-day 
Mexico, including an interview with 
President Carranza, thumb-nail pen 


sketches of prominent Mexicans, and a © 


careful analysis of the economic resources 
of the Mexican Republic. 
Price $2.10 postpaid. 


REASONABLE REVOLUTION (A) 

—by Bertram Pickard. 

Being a discussion of the state bonus 
scheme—a proposal for a national mini- 
mum income. Originally published in 
England. Price $1.35 postpaid. 


Price $10.00 a year. ° 


Which Analysis Shall 
We Send You? 


VALUABLE feature of 

each issue of The Maga- 
zine of Wall Street is its spe- 
cial studies of the assets, earn- 
ing power, capitalization and 
market prospects of various 
securities. In the following 
issues these analyses appeared: 


December 27th 
German Municipal Bends 
U. S. Steel 
Chicago Pneumatic Teel 
Packard 


General Chemical 
Replogle Steel 
Worthington Be 


January 10th 
Rails earnings above government guar- 


antee 
United Retail Stores 
Prospects of the Sugar Stocks 
Maxwell Motor 
American Ship and Commerce 
American Ice 


W. L. Douglas Shoe Co. 


January 24th 


The Chain Stores 
Diamond Match 

Western Pacific 

U. S. Realty & Improvement 
Kelly-Springfield 

I. R. T. Bonds 
Utah Copper 
Atlantic Lobos Oil 
Babcock & Wilcox 


February 7th 


Railway Steel Spring 

Lackawanna Steel 

Wright Martin and International Motor 
Canadian Pacific 

International Paper 

Continental Motors 

Cities Service 

Kennecott Copper 

Pennsylvania Coal and Coke 
Possibilities in the Jerome 


These articles are thorough and 
authoritative analyses based on the 
FACTS. They cever a wide range 
of issues in the field of Railroads 
and Industrials, Public Utilities, 
Mining, Petroleum and unlisted 
securities. They are written by 
men of seasoned judgment and 
usually by specialists in the par- 
ticular line discussed. 


4 ISSUES, $1.00 


Secure any one of the issues by 
cones your trial subscription -TO- 
DAY. ‘ 


Fill in and Mail Te-day 


THE MAGAZINE OF WALL STREET 
42 Breadway, New York City 


I enclose 
$1.00 fer the next four issues 
or 
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Was Franklin Right? 





Benjamin Franklin writing from Paris 
to his nephew in Philadelphia said— 
“and as you will before that time have 
come to believe it is a very decent 
warrant of stability to serve one thing 
faithfully for a quarter of a century.” 








The American Banker is now in 
its eighty-fifth year of continu- 
ously serving faithfully the best 
reading and statistical needs of 
American bankers. 


Eighty-five years is not a great 
age when compared with the 
pyramids but is, as Franklin said 
—“a very decent warrant of sta- 
bility.” 


The American Banker 


67 Pearl St., New York 














Urgent 

o & 
Inquiries 
When every minute means 
money, don’t waste time writing 
a letter. 
Use our DIRECT WIRE service. 
Your answer will be wired to you 
within ten minutes of receipt. 
We have a direct wire right into 


our office, both Postal and West- 
ern Union. 


Trained Analysts 
Accurate Statistics 
Unbiased Judgment 


are all at your service over our 
DIRECT WIRE. 


The cost is only one dollar per 
inquiry when received and an- 
swered by wire. 


Place a deposit to your credit 
against future emergencies. 


—Mail this Deposit Coupon— 
TODAY 


Anal Service Bureau, 
Tue Macazine or Watt Srazer, 
42 Broadway, N. Y. C. 
Enclosed find d it of 
$3, $5 or $10 or more) to use in paying 
or my wire inquiries. 
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Announcements 





Important Dividend 








To obtain a dividend directly from a com- 


pany, the stock must be trans 
owner’s name befere the date of the 
the company’s books. 

Paid to 


Ann. Name Amt. Stock of 
Rate Declared Record 


4% Amer Cotton Oil, c 1 %Q 2-14 
8% Am Dr Syn ($10). 4 %S 1-7 
3% Amer Linseed, c.. “%%Q 3-1 
7% Am Smelt & Ref, p14%Q 2-13 
4% Am Smelt & Ref. c 1 %Q 2-27 
7% Am Sumatra Tob, p 34%S 2-14 
10% Am Sumatra Tob, c 2%%Q _ 1-23 
5% Amer Tel & Cable. 14%Q ose 
20% Amer Tobacco, c.. 5 %Q 2-14 
7% Am Wind Gl Co, p 34%S 2-20 
7% Am Wind Gl M, p 34%S 2-20 

Anaconda C ($50).$1 Q 1-17 

Asso Drygoods, Ist pl14%s%Q 2-9 

Asso Drygoods,2dp 14%Q 2-9 

At, T & S Fe, c...8814%Q 

. Atlas Pow % 
Balt & Ohio, p. 


ss2 
lia 
Brown Shoe 1 
Buckeye P L ($50)$2 
Cities Service, p B. 
Cities Service, p. 
Cities Service, c. 
. Cities Serv, c ext.el %. 
- CS, bs sh (no par) .g@s 
Ci & P, rg ($50).ss87% 
2 Cl & P,sg ($50). ss50c 
Consolidated Cig, p. 1% 
Consolidated Gas.. 1 
Crescent P L C500) 7% 
Deere & Co, p. 1% 
Del & Hudson. “’ss23 
Detroit United Ry. 2 
Diamond Match 
Dominion Oil 
Eastern Steel, ist p. 
Eastern Steel, 2d p. 
General Asphalt, p. . 
General Chem, c.. 
General Cigar, p... 
Harb-Walk-Ref, 
Hartman Corp 
Hart, Schaf & M, c 1 
Illinois Cent ($50). ss] 
Inland Steel 
Int’l Harvester, p.. 1 
% L of Woods Mill, p 1% 
L of Woods Mill, c. 3 
Lehigh C & N ($50) .$1 
Liggett & M Tob, c. 3 
Manati Sugar, c.. 2%% 
May Dept Stores,c. 14% 
M States Oil ($10) .10c 
‘ States Oil, ext.x2C 
Nat’! Acme ($50). s7%e 
7% Nat'l Biscuit, p.... 8 
National Lead, p.. 13440 
Niles-Bem’t Pond, c 2 % 
Norfolk & W, c..sslM@% 
Ohio C Ge ($25). rt 
Phila Co, old p. $1.25 § 
Pitts Plate Glass, D. 12 %A 
Pitts Pl Gl c ext.. 
Pittsburgh Steel, 
Pitts & W Va, 


Pressed St Car, Pp. 3. 75 
presage St Car. 
ga Co, Istp ($80) . Soc 
Arms, ist p 1 
Savage Arms, 2d pl 
Savage Arms, c.... 1% 
Southern Pipe Line$s 
Standard Mill’g, p. 1% 
Standard Mill’g, c. 
Stand’d Oil of Cal. 2%%0O 
. St Oil of Cal, ext. 1 
Stand’d Oil of Ind 3 %Q 
St Oil of Ind, ext. 
St Oil of Kansas. . 
St Oil of Kans, ext 
St. Oil of N Y.... 
Studebaker Cp, p.. 
Studebaker Cp, c.. 
Union Tank Car 
USCtIP & Ry, 
White (J G) &C 
Woolworth (FW) 
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d Payable in scrip. 

gg Includes regular monthly 4% c 
dends and cash proc 
dends due on Bankers Shares. 


Pay- 
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ferred into the 
closing of 


Div. 
le 


3-1 
2-28 
3-15 
3-1 
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3-1 
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ep Sabloct to the a prevel of the Director Gen- 


eral of Railroads. Stock Exchan: 
stock does not sell , %, on stock @ 
date. 

x Declaed payable in stock. 


ruled 
record 





MUNICIPAL BONDS 
Yielding from 4.55% 
5.25 % 


Exempt from all Federal 
Income Taxes 





Twim Falle Co., Idaho, Sch. Dist. 
No. 1 Fdg. 9%’s 
Bushnell, Neb., Funding 6's 











Write for complete list and deseriptions 


UNION TRUST COMPANY 


INVESTMENT DEPARTMENT 
Madison and Dearborn Streets 


Chicago, Il. 
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ISSUES 











‘PREFERRED 
STOCKS 


STANDARD OIL CO. 
(NEW JERSEY) 7% 


ATLANTIC REFINING 
COMPANY 7% 


CHESEBROUGH MFG. 
COMPANY 7% 


STANDARD OIL CO. 
(OHIO) 7% (W. L.) 


DIVIDENDS FREE OF THE NOR- 
MAL FEDERAL INCOME TAX. 


Circular on request. 


1. PFORZHEIMER & CO. 


Dealersin @tandard Oli Securities 
23 Bread St.. New York 
Phones 4860-1-2-3-4 Broad 




















Classified Advertising 





PPAR Tt UEC LULL Ce A ER BRP 


CONTROL in Banks and Cor- 
porations Confidentially negotiated 


JACOB BACKER 


Financial Broker 
Pioneer Building ST. PAUL 


VONQOOMMUENOULLAOOLEUUELIUONGLOGRI EOLA HAAASSOOEEMOONAD ENS POOE GAUL HAUSE OANA ETUDE 














Packard Motor Car Company 


COMMON STOCK 


The Board of Directors have declared the regu- 
lar quarterly dividend of two and one-half per 
cent (2%%) on the common capital stock of the 
Company, payable January 31, , to the hold- 
ers of the common stock of record at the close of 
business on January 15, 1920, The books will 


losed. 
sterts FREDERICK R. ROBINSON, 
Secretary. 


Detroit, Michigan, 
January 5, 1920. 


Spencer Petroleum 
Corporation 


DIVIDEND NO. 6 


At a meeting of the Board of Direc- 
tors, held at Milwaukee, Wis., on Feb- 
ruary 2nd, 1920, the regular monthly 
dividend of 2% on the par value of the 
Common Stock was declared payable on 
February 25th, 1920, to shareholders on 
record February 16th, 1920. Books will 


not close. Checks will be mailed. 


HERBERT R. MANGER, Secretary. 


NOTICE 


We are desirous of purchas- 
ing copies of the JANUARY 
4th, 1919, ISSUE OF THE 
MAGAZINE OF WALL 
STREET to oblige a few 
patrons. 

If you have an extra copy 
please mail it to the under- 
signed, who will promptly re- 
imburse you the ~ purchase 
price. 








LIBRARIAN 
MAGAZINE OF WALL STREET 
42 Broadway, New York City 








$2 An Hour For 
Your Spare Time 


If you have an hour or two to spare 
each day, you can easily earn two dol- 
lars an hour or more introducing The 
Magazine of Wall Street to investors 
and business men in your city. Write 
today for full information and give ref- 
erences with first letter. 


Circulation Manager 
The Magazine of Wall Street 
42 Broadway, New York City 
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American Banker 

Ames & Co., A. E 

Anglo South American Bank 
Arlitt & Co 


Bache, J. S 
Baldwin & Co 
Bickmore & Co 


Channer & Sawyer 

Compton & Co., Wm. 
Chisholm & Chapman 
Chandler Bros. & Co 


Day, Joseph P 
Doherty & Co., Henry L 
Dominick & Dominick 


Emeralite 
Einstein & Co., 
Edexco Mechan 


Filor, Bullard & Smyth 

Frank, A. & 

Fox, Morris F. & Co 

Fitkin, A. E., & Co 

Farson, Son & Co 
\ 


Gilbert, Clinton 
Graham, Sanson & Co 
Goodbody & 
Greenshields & Co 
Guaranty Trust Co 


Hellwig & Reutter 
paeey Stuart & Co 
Hartshorne, Fales & Co.. 
Hollister, White & Co... 
Housman, A. A., & Co.. 
Hornblower & Weeks... 
Herrick & Pennett 
Herbst, Wm. R 

Huhn, Geo. & Sons 


Josephthal & Co 


Knauth, Knachod & Kuhne 
Kiely & Horton 


Lachenbruch, Morton & Co 
Lawrence A. Hi 

Leopold, J. M., & Co 
Leach & Co., A. B 


Meacham, Roland T... 
Maguire & Burleigh... 
Meeker, Claude 
Mayer, Robert C. 
Megargel, R. C., & C 
Miller, H. A. & C 


Newberger, Henderson & Loeb 
Nicol Ford & Co., I , 
Noble & Corwin 


Pforzheimer, Carl & Co 


Racine Tires 

Rice, Jr., J. K 
Risse, Alfred R 
Rodney, Powers & Co 
Royal Securities, Ltd 


Sutro .Brothers 
Spitzer, Rorick & Co 
Smith, E. E., & 
Stockard, 

Spencer, 

Stevens, Page & 


Union Trust Co 
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Wollenberger & Co 
Whitehouse & Co 
Westheimer & Co 


PUTS & CALLS 


If stock market traders 
understood the advantage de- 
rived from the use of PUTS & 
CALLS, they would tamiliarize 
themselves with their operation 


PUTS & CALLS place a 
buyer of them in position to 
take advantage of unforeseen 
happenings. 


The risk is limited to the cost 
of-the Put or Call. 


Explanatory booklet 14 sent upon 
request. Correspondence Invited 


GEO. W. BUTLER 


Specialist in 
Puts & Calls 


Guaranteed by Members of 
New York Stock Exchange 


20 BROAD ST. NEW YORK 
Phones: Rector 9076-9079 











U. S. Steel Common 


I have prepared a little chart covering 
the fluctuations in this stock from Oc- 
tober 15, 1917, to September 13, 1918. 
Puts and Calls closed out for my clients 
during 1918 returned them from $7321 to 
$4,720 Net Profit over their cost price. 
Similar opportunities, if not better, ex- 
pected in the coming year. 

Puts and Calls enable you on a small 
cash outlay to take advantage of the 
fuctuations either way with your cost 
and risk at all times limited to the 
dollar while profits are unlimited or all 


that a rise or a decline in a stock 
permits. 


OUT of TOWN CUSTOMERS 


My out of town customers who are not 
in touch with the market are able to 
take advantage .of the fluctuations with 
Puts and Calls just as though they were 
in my office. So can you. My private 
telegraph code enables you to do-this. 
Write for Booklet M-W, it explains how 
they operate. Price list and a copy of 
the above chart will be included. 


WM. H. HERBST 
Dealer in Puts and Calls 
Endorsed by Members of the N. Y. 
Stock Exchange 
20 Broad Street, New York City 


Tel. 1007 Rector Estab. since 1898 
az Pa aa 
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